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DEAR FELLOW STOCKHOLDERS:

Your company achieved results that once again surpassed all other companies in our two industries.

Sales, net income-and E.P.S. were each records and we start the new fiscal year with record cash and short
term investments of $264.4 million, up from $208.8 million last year.

In a year characterized by extreme softness in motor homes and little strength in travel trailers and fifth
wheels. we increased our market share, sales, and profits in each segment. No other public RV company
came close to matching this exceptional performance. Our motor home market share increased to 14.6%
through July, 2006, versus 13.1% last year, according to Statistical Surveys, Inc. Our travel trailer and
fifth wheel market share increased to 32.1% through July, 2006, compared with 31.0% last year.

The mid-size bus industry is up 11% in unit shipments through June, 2006, following an 11% increase in
2005. We expect industry unit shipments to increase by double digits in 2006 and again in 2007.

We now sell over 29% of units sold in the recreation vehicle industry and about 40% of units sold in the
small and mid-size bus industry. Each of our industries was characterized by extreme price pressure from
desperate competitors, several of which continue to incur large losses.

Highlights of fiscal 2006, the most successful by far in your company’s history, were:
»  We increased sales 20% to a record $3.07 billion, up from $2.56 billion last year.

»  We increased net income 42% to a record $172.5 million, up from $121.8 million last year. Basic
earnings per share were a record $3.05. up 42% from $2.15 last year.

e RV sales were a record $2.75 billion, up 19% from $2.31 billion last year. Bus sales were a record
$315.8 million, up 26% from $249.9 million in the prior year.

»  We purchased 1,145,200 of our shares at a total cost of $51.5 million. On June 26, 2006, your
Board of Directors authorized the purchase of an additional 2 million shares.

»  We increased our regular dividend 40%. from 5¢ to 7¢ per quarter, first payable on April 3. 2006,
and declared a one-time special dividend of $1.00 per share, payable on October 10, 2006. This
special dividend indicates our continuing commitment to provide shareholders with superior
returns.

»  We achieved a return of 29% on beginning stockholders equity. an outstanding return, especially
in view of our strong cash position throughout the year.

»  We spent $31 million on capital projects to satisfy increasing demand and to improve quality, efti-
ciency, and working conditions for our employees. The majority of these expenditures were in
recreation vehicles, and we estimate that over the past four years we have spent more than the
entire RV industry combined on capital improvements to improve our manufacturing process.

e  We were the only RV company named in The Wall Street Journal’s (February 27, 2000)
Shareholder’s Scoreboard. QOur compound annual returns over 5, 7, and 10 years were 52.7%,
33.3%. and 29.2% respectively.




The RV industry is currently tight. In the first half of fiscal year 2006, we had one-time, extraordinary
hurricane related sales of approximately $114 million. We estimate that these incremental revenues rebult-
ed in E.PS. of approximately 19¢ in the six month period. Given the current market conditions, we antic-
ipate that comparisons with the first half of last year will be difficult. We expect that we will recover these
one time revenues by the end of fiscal 2007. In contrast, the Bus industry is strong and we start the year
with record Bus backlogs. Most of our buses have a 5 year effective life, the replacement cycle is well
under way, and we anticipate record Bus revenues this year.

In the past five years, our sales have more than tripled, our net income has increased six-fold, and our
assets have increased to over $1 billion. Qur goal is to continue to expand our leadership in our two indus-
tries and to continue to provide all our stockholders with superior returns.

AL

Peter B. Orthwein,
Vice Chairman and Treasurer

Wade F.B. Thompson,
Chairman. President and Chief Executive Officer

FINANCIAL HIGHLIGHTS

(3000, except per shure)

2006 2005 2004 2003 2002 2001

Net sales $ 30066276 $ 2558351 $ 2187739 $§ 1571404 $ 1,245300 5 82 1 728
Gross profit $ 445,770 $ 339766 $ 300,537 $ 222207 $ 157067 $ 8?.8()8
Income before taxes 8 270423 $ 193610 $ 168220 $ 126244 3 BiI827 hY 4%.287
Net income $ 172464 $ 121767 $ 106085 $ 78,631 $ 51,182 $ 26722
Stockholders” equity 3 713.104 § 597387 $ 511,604 $ 4143822 $ 3345619 $ 219946
Return on beginning
stockholders™ equity 29% 24% 26% 23% 23% 14%
Cash & investments 264,373 $ 208815 $ 199,060 172,233 117.815 5 107,193
Working capital 374 006 § 275228 5 256197 190.690 134318 5 150697
Current ratio 231 2.11 206 201 1.86 273
Capital expenditures S 31.008 3 47.670 $ 26,940 5 27264 $ 7484 $ 17198
Depreciation
and amortization $ 14046 10,775 $ 8455 6.385 b 5.225 $ 4942
Total assets 1.011.842 857.879 $ 762587 608 941 $ 497503 $ 30|9.067
Per share amounts:

Net income 305 3 2.15 5 1.85 b 1.38 ) 94 b 56

Book value 12.80 $ 10.54 $ 3.95 3 7.25 $ 5.87 3 4.62




Production

In order to minimize finished inventory. our recreation vehicles generally are produced to order. Qur facilities are designed to
provide efficient assembly line manufacturing of products. Capacity increases can be achieved at relatively low cost. lurgely
by increasing the number of production employees or by acquiring or leasing additional facilities and equipment.

We purchase in finished form many of the components used in the production of our recreation vehicles. The principal raw
materials used in the manufacturing processes for motorhomes and travel trailers are aluminum, lumber, plywood, plastic,
fiberglass. and steel purchased from numerous suppliers. We believe that, except for chassis. substitute sources for raw mate-
rials and components are available with no material impact on our operations. We are able to obtain the benefit of volume
price discounts for many of our purchases of raw materials and components by centralized purchasing.

Qur relationship with our chassis suppliers is similar to all buyer/vendor refationships and no special contractual commitment
is engaged in by cither party. Historically. Ford and General Motors resort to an industry-wide allocation basis during restric-
tion of supply. These allocations would be bused on the volume of chassis previously purchased. Sates ol motor homes and
small buses rely on these chassis and are affected accordingty.

Generally. all of our operating subsidiaries introduce new or improved lines or models of recreation vehicles each year,
Changes typically include new sizes and floorplans. different decors or design features, and engineering improvements.

Seasonality

Since recreation vehicles are used primarily by vacationers and campers. our recreation vehicle sales are scasonal and. in most
geographical arcas. tend to be significantly lower during the winter months than in other periods. As a result, recreation vehi-
cle sales are historically lowest during the second fiscal quarter, which ends on January 31 of each year.

Marketing and Distribution

We market our recreation vehicles through independent dealers located throughout the United States and Canada. Each of our
recreation vehicle operating subsidiaries maintains its own dealer organization, with some dealers carrying more thun one of
our product lines. As of July 31. 2006, there were approximately 1.500 dealers carrying our products in the U.S. and Canada.
We belicve that close working relationships between our management and sales personnel and the many independent dealers
provide us with valuable information on customer preferences and the guality and marketability of our products. Additionally.
by maintaining substantially separate dealer networks for each of our subsidiaries. our products are more likely to be com-
peting against competitor's products in similar price ranges rather than against our other products. Park models are typically
sold by purk model dealers as well as by some travel trailer dealers.

Each of our recreation vehicle operating subsidiaries has an independent sales force to call on their dealers. Our most impor-
tant sales promotions occur at the major recreation vehicle shows for dealers which take place throughout the year at differ-
ent locations across the country. We benefit from the recreation vehicle awareness advertising and major marketing programs
sponsored by the RVIA in national print media and television. We engage in a limited amount of consumer-criented adver-
tising for our recreation vehicles. primarily through industry magazines. the distribution of product brochures. direct mail
advertising campaigns and the internet.

In our sclection of individual dealers, we emphasize the dealer’s financial strength to maintain a sufficient inventory of our
products. as well as their reputation. experience. and ability to provide service. Many of our dealers carry the recreation vehi-
cle lines of one or more of our competitors. Each of our operating subsidiaries has sales agreements with their dealers and
these agreements are subject to annual review. No single recreation vehicle dealer accounted for more than 8% of our con-
solidated net sales of recreation vehicles during fiscal 2006.

Substantially all of our sales to dealers are made on terms requiring cash on delivery or within 10 days thereafter. We gener-
ally do not finance dealer purchases. Most dealers are financed on a “floorplan” basis by an unrelated bank or financing com-
pany which lends the dealer all or substantially all of the wholesale purchase price and retains a security interest in the vehi-
¢cles purchased. As is customary in the recreation vehicle industry, we will execute a repurchuse agreement with a lending
institution financing a dealer's purchase of our products upon the lending institution’s request and after completion of a cred-
it investigation of the dealer involved. Repurchase agreements provide that for up to 12 months after a unit is financed and in
the event of default by the dealer we will repurchase the unit repossessed by the lending institution for the amount then due.
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which is often less than 100% of the dealer’s cost. The risk of loss under repurchase agreements is spread over numerous de

M-

ers and is further reduced by the high resale value of the units which we would be required to repurchase. In our cxperience,
losses under repurchase agreements have not been significant and we believe that any future losses under these agreements

would not have a material adverse effect on our company.,

The losses incurred due to repurchase were approximately $648, $1.865 and $642 in fiscal 2006, 2005 and 2004,

respectively.

Joint Ventures

In March 1996, our Company and Cruise America, Inc. formed a 50/50 ownership joint venture, CAT Joint Venture LLC,

to

make short-term rentals of motorized recreation vehicles to the public. As of July 3t, 2006 we were contingently liable for

repurchase obligations of CAT Joint Venture inventory in the amount of approximately $9.500.

Thor Credit Corporation, operated by GE Consumer Finance, provides retail credit to ultimate purchusers of any recreati

vehicle purchased from a Thor dealer. This retail credit program is not limited to Thor products.

Backlogs

As of July 31, 2006, the backlog for towable and motorized recreation vehicle orders was approximately $229.823 a

$103,214, respectively, compared to $202,177 and $133,924 respectively, at July 31, 2005. Backlog represents unfilled de
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er orders on a particular day which can and do fluctuate on a seasonal basis. In the recreation vehicle business our manufjc-

turing time is quite short.

Historically, the amount of our current backlog compared to our backlog in previous periods reflects general ecconomic and
industry conditions and, together with other relevant factors such as continued acceptance of our products by the consumer,

may be an indicator of our revenues in the near term.
Warranties

We currently provide purchasers of our recreation vehicles with a standard one or two-year limited warranty against defe

in materials and workmanship and a standard two year limited warranty on certain major components separately warranﬁed
by the suppliers of these components. The chassis and engines of our motorhomes are warranted for three years or 36,0

miles by their manufacturers. A wholly owned captive insurance company provides coverage for product warranties.
Buses
Overview

Our line of buses are sold under the names ElDorado National, Champion Bus and Goshen Coach. Our line of small and m
size buses consists of airport shuttle buses, intra-urban and inter-urban mass transportation buses, and buses for tourist us
Our Axess 40 foot bus is designed for transit and airport shuttle uses.

Production

Our bus production facilities in Salina, Kansas; Riverside, California; Imlay City, Michigan; and Elkhart, Indiana are design

to provide efficient assembly line manufacturing of our buses. The vehicles are produced according to specific orders wh

are normally obtained by dealers. In April 2004, we moved out of leased premises in Chino, CA to new owned fucilities [

Riverside, CA.

Some of the chassis, all of the engines and auxiliary units, and some of the seating and other components used in the p
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duetion of our small and mid-size buses are purchased in finished form. Our Riverside, California, facility assembles chassis

for our rear engine buses from industry standard components and assembles these buses directly on the chassis.

The principal raw materiais used in the manufacturing of our buses are fiberglass, steel, aluminum, plywood, and plastic.
purchase most of the raw materials and components from numerous suppliers. We purchase most of our bus chassis from Fo
Freightliner and General Motors and engines from Cummins, Caterpillar, and John Deere. We believe that, except for ch
sis, raw niaterials and components could be purchased from other sources, if necessary, with no material impact on our op
ations.
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Marketing and Distribution

We market our small and mid-size buses through a network of 80 independent dealers in the United States and Canada, We
select dealers using criteria similar to those used in selecting recreation vehicle dealers. During fiscal 2006, one of our deal-
ers accounted for 17% of the Company’s bus net sales and another accounted for 11%. We also sell our small and mid-size
buses directly to certain national accounts such as major rental car companies, hotel chains, and transit authorities. Most of
our bus sales are derived from contracts with state and local transportation authorities, in some cases with partial funding from
federal agencies.

Terms of sale are typically cash on delivery or through national floorplan financing institutions. Sales to some state trans-
portation agencies and other government agencies may be on longer terms.

Backlog

As of July 31,2006 the backlog for bus orders was approximately $216.454 compared to $130,566 at July 31,2005. The time
for fulfillment of bus orders is substantially longer than in the recreation vehicle industry because generally buses are made
to customer specification. The existing backlog of bus orders is expected to be filled in fiscal 2007.

Histarically. the amount of our current backlog compared to our backlog in previous periods reflects general economic and
industry conditions and, together with other relevant factors such as continued acceptance of our products by the consumer,
may be an indicator of our revenues in the near term.

Warranties

We currently provide purchasers of our buses with a limited warranty for one year or 12,000 miles against defects in materi-
als and workmanship, excluding only certain specified components which are separately warranted by suppliers. We provide
body structure warranty on buses ranging from 2 years 50,000 miles to 5 years 75,000 miles. The chassis and engines of our
small and mid-size buses are warranted for three yvears or 36,000 miles by their manufacturers. A wholly owned captive insur-
ance company provides coverage for product warranties.

Regulation

We are subject to the provisions of the National Traffic and Motor Vehicle Safety Act and the safety standards for recreation
vehicles, buses and recreation vehicle and bus components which have been promulgated thereunder by the U.S. Department
of Transportation. Because of our sales in Canada, we are also governed by similar laws and regulations issued by the
Canadian government.

We are 2 member of the Recreation Vehicle Industry Association (“*RVIA”), a voluntary association of recreation vehicle man-
ufacturers which promulgates recreation vehicle safety standards. We place an RVIA seal on each of our recreation vehicles
to certify that the RVIA's standards have been met.

Both federal and state authorities have various environmental control standards relating to air, water, and noise pollution
which affect our business and operations. For example, these standards, which are generally applicable to all companies, con-
trol our choice of paints, discharge of air compressor waste water and noise emitted by factories. We rely upon certifications
obtained by chassis manufacturers with respect to compliance by our vehicles with all applicable emission control standards.

We are also subject to the regulations promulgated by the Occupational Safety and Health Administration or OSHA. Qur
plants are periodically inspected by federal agencies concerned with health and safety in the work place, and by the RVIA, to
ensure that our products comply with applicable governmental and industry standards.

We believe that our products and facilities comply in all material respects with applicable vehicle safety, environmental,
RVIA, and OSHA regulations.

We do not believe that compliance with the regulations discussed above will have any material effect on our capital expendi-
tures, earnings or competitive position.

Competition
Recreation Vehicles

The recreation vehicle industry is characterized by relative ease of entry, although the codes, standards, and safety require-
ments introduced in recent years are a deterrent to new competitors, The need to develop an effective dealer network also acts
as a barrier to entry. The recreation vehicle market is intensely competitive with a number of other manufacturers selling prod-
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ucts which compete directly with our products. Competition in the recreation vehicle industry is based upon price. design,
value. quality. and service, We believe that the quality. design, and price of our products and the warranty coverage and serv-
ice that we provide allow us to compete favorably for retail purchasers of recreation vehicles. We estimate that we are the
largest recreation vehicle manufacturer in terms of units produced and revenue. According to Statistical Surveys our market
shares for travel trailers and fifth wheels is 32% and motorhomes are at 15%.

Small and Mid-Size Buses

We estimate that we have a 39% market share of the U.S. and Canadian small and mid-size bus market after accounting for
the acquisition of Goshen Coach on May 27, 2005. Our competitors offer lines of buses which compete with all of our prod-
ucts. Price, quality, and delivery are the primary competitive factors. As with recreation vehicles, we believe that the qualily.
design, and price of small and mid-size buses, the warranty coverage and service that we provide. and the loyalty of our cys-
tomers allow us to compete favorably with similar products of our competitors.

Trademarks and Patents

We have registered United States and Canadian trademarks or licenses covering the principal trade names and model lines
under which our products are marketed. We are not dependent upon any patents or technology licenses for the conduct of our
business.

Employee Relations

At July 31. 2006, we had approximately 9.117 employees in the United States and 246 employees in Canada. Of these 9.363
employees. 1.112 are salaried. Citair's approximately 210 hourly employees are currently represented by certified labor
organizations. Our Citair Hensall division contract was ratified on January 13, 2004 and will expire on September 30, 200)6.
Citair Oliver’s contract was ratified on October 17, 2003 and will expire on October 16, 2008. Employees of our other sub-
sidiarics are not represented by certified labor organizations. We believe that we maintain a good working relationship with
our employees.

Information About Foreign and Domestic Operations and Export Sales

Sales from our Canadian operations and export sales to Canada from our U.S. operations amounted 1o approx
mately 1.3% and 10.0% in fiscal 2006. 1.5% and 9.8% in fiscal 2005. and 1.5% and 7.0% in fiscal 2004 respectively of our
total net sales to unaffiliated customers,

Forward Looking Statements

This Annual Report on Form 10-K includes certain statements that are “forward looking™ statements within the meaning of
Section 27A of the Securitics Act of 1933, as amended. and Section 21E of the Securities Exchange Act of 1934 as amend-
ed. These forward looking statements invelve uncertainties and risks. There can be no assurance that actual results will n‘ot
differ from the Company s expectations. Factors which could cause materially different results include. among others. the suc-
cess of new product introductions. the pace of acquisitions and cost structure improvements, competition and general eco-
nomic conditions. We disclaim any obligation or undertaking 1o disseminate any updates or revisions to any forward looking
statements contained in this Annual Repost on Form 10-K or to reflect any change in our expectations after the date of this
Annual Report on Form 10-K or any change in events. conditions or circumstances on which any statement is based. excc‘pt

as required by law.
Available Information

Our Annual Report on Form 10-K. quarterly reports on Form [0-Q. current reports on Form 8-K and atl amendments to those
reports and the Proxy Statement for our Annual Meeting of Sharcholders are made available, free of charge, on our web site.
http://www.thorindustries.com, as soon as reasonably practicable after such reports have been filed with or furnished to the SEt.

ITEM 1A. RISK FACTORS

The following risk factors should be considered carefully in addition to the other information contained in this filing. The
risks and uncertainties described below are not the only ones we face and represent some of the risks that our managemept
believes are material to our company and our business. If any of the following risks actvally occur, our business. financial
condition or results of operations could be harmed.




Risks Relating To Our Business
The recreation vehicle and small and mid-size bus industries are highly competitive,

The recreation vehicle and bus industries that we are currently engaged in are highly competitive and we have numerous com-
petitors and potential competitors. Competition in these industries is based upon price. design. value. quality and service.
Competitive pressures. especially in the entry-level segment of the recreation vehicle market for travel trailers, have, from time
to time. resulted in a reduction of our profit margins. Sustained increases in these competitive pressures could have a materi-
al adverse effect on our results of operations. There can be no assurance that existing or new competitors will not develop
products that are superior to our recreation vehicles or small or mid-size buses or that achieve better consumer acceptance.
thereby adversely affecting our market share, sales volume and profit margins.

Our businesses are cyclical and this can lead to fluctuations in our operating results.

The industries in which we operate are cyclical and there can be substantial fluctuations in our manufacturing. shipments and
operating results. Consequently. the results for any prior period may not be indicative of results for any future period.

External Factors Affecting Any Business.

Companies within the recreation vehicle and bus industries are subject to volatility in operating results due to external factors
such as general economic conditions. inchuding consumer confidence, employment rates, prevailing interest rates, inflation,
and other cconomic conditions affecting consumer attitudes and disposable consumer income generally, demographic changes
and political changes. Specific factors affecting the recreation vehicle and bus industries include:

¢ pveradl consumer conlidence and the level of discretionary consumer spending:

» inventory levels. including the level of retail sales by our dealers:

*  general economic conditions:

= demographics, such as the retirement of “baby boomers™

* inlerest rates;

+  employment trends:

»  the amount of backlog. which may be a predictor of near-term future revenues;

e fucl availability and prices:

«  the adverse impact of terrorism on consumer spending and travel related activities: and

»  adverse impact on our margins of increases in raw material costs which we are unable 10 pass on to customers with-
out negatively affecting sales.

Two dealers accounted for 28% of our bus sales. Loss of either dealer could have a significant effect on our bus business.
A significant portion of our sales of smalt and mid-size buses are derived from state and local transportation authorities.

Approximately 60% of our bus sales are derived from contracts with state and local transportation authorities. in most cascs
with partial funding from federal agencies. There can be no assurance that these authorities will not reduce their expenditures
for our buses in the future as a result of budgetary constraints or otherwise. A reduction in the purchasc of our buses by these
authorities could have an adverse effect on our business and results of operations.

Our recreation vehicle business is seasonal, and this leads to fluctuations in sales, production and net income.

We have experienced, and expect to continue to experience, significant variability in sales. production and net income as a
result of seasonality in our businesses, Demand in the recreation vehicle industry generally declines during the winter season,
while sales und profits are generally highest during the spring and summer months. [n addition, unusually severe weather con-
ditions in some markets may delay the timing of shipments from one guarter to another.

Our business is affected by the availability and terms of financing to dealers and retail purchasers.

Our business is affected by the availability and terms of finuncing to dealers and retail purchasers, Substantial increases in
interest rates and decreases in the general availability of credit have had an adverse impact upon our business and results of
operations in the past and may continue to do so in the future.

Changes in consumer preferences for our products or our failure to gauge those preferences could lead to reduced sales
and additional costs.

We cannot be certain that historical consumer preferences for our products in general. and recreation vehicles in particular,
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will remain unchanged. We believe that the introduction of new features. designs and models will be critical to the future suc-
cess of our recreation vehicle operations. Delays in the introduction of new models, designs or product features, or a Jack|of
market acceptance of new models. designs or product features could have a material adverse effect on our business. For exam-
ple. we may incur significant additional costs in designing or redesigning models that are not accepted in the marketplace.
Products may not be accepted for a number of reasons. including chunges in consumer preferences or our failure to properly
gauge consumer preferences. Further. we cannot be certain that new product introductions will not reduce revenues from exist-
ing models and adversely affect our results of operations. In addition. there can be no assurance that any of these new models
or products will be introduced to the market on time or that they will be successful when introduced.

If the frequency and size of product liability and other claims against us rises, our business, results of operations and
financial condition may be harmed.

We ure frequently subject. in the ordinary course of business. to litigation involving product liability and other claims, inclpd-
ing wrongful death, against us reluted to personal injury and warrantics. We partially self-insure our product liability clai
and also purchase product liability insurance in the commercial insurance market. We cannot be certain that our insurance cov-
erage will be sufficient to cover all future claims against us. Any increase in the frequency and size of these claims, as com-
pared to our experience in prior years, may cause the premium that we are required to pay for insurance to rise significan{ly.
It may also increase the amounts we pay in punitive damages. not all of which are covered by our insurance.

When we introduce new products into the marketplace we may incur expenses that we did not anticipate, which, in
turn, can result in reduced earnings.

The introduction of new models of recreation vehicles and buses is critical to our future success. We may incur unexpected
expenses. however, when we introduce new models of recreation vehicles and buses. For example. we may experience unex-
pected engincering or design flaws that will force a recall of a new product. The costs resulting from these types of problclm
could be substantial. and could have a significant adverse etfect on our earnings.

Fuel shortages, or continning high prices for fuel, could have a negative effect on sales of our recreation vehicles.

Gasoline or diesel fucl is required for the operation of recreation vehicles. There can be no assurance that the supply of these
petroleum products will continue uninterrupted, that rationing will not be imposed or that the price of or tax on these petrole-
um products will not significantly increase in the future. Shortages of gasoline and substantial increases in the price of gaso-
line have had a material adverse effect on the recreation vehicle industry as a whole in the past and could have a material
adverse effect on our business in the future.

Our repurchase agreements with floor plan lenders could result in increased costs.

In accordance with customary practice in the recreation vehicle industry. upon the request of a lending institution financing a
dealer’s purchase ol our products and after completion of a credit investigation of the dealer involved, we will execute a repur-
chase agreement with the lending institution. Repurchase agreements provide that, for up to 12 months after i recreation v ‘hi-
cle is financed and in the event of default by the dealer, we will repurchase the recreation vehicle repossessed by the lending
institution for the amount then due. which is usually less than 100% of dealer’s cost. The difference between the gross regur-
chase price and the price at which the repurchased product can then be resold, which is typically at a discount to the original
sale price. is an expense to us, Thus, if we were obligated to repurchase a substantially greater number of recreation vehicles
in the future. this would increase our costs.

For some of our components, we depend on a small group of suppliers, and the loss of any of these suppliers could affect
our ability to obtain components at competitive prices, which would decrease our margins.

Most recreation vehicle and bus components are readily available from a variety of sources. However. a few componentsare
produced by only a small group of quality suppliers that have the capacity to supply large quantities on a national busis.
Primarily, this occurs in the case of chassis for our motor homes and buses. where Ford Motor Company and General Motors
are the dominant suppliers. The recreation vehicle industry as a whole has from time to time experienced shortages of chagsis
due to the concentration or allocation of available resources by suppliers of chassis (o the manufacturers of vehicles other than
recreation vehicles or for other causes. Historically, in the event of an industry-wide restriction of supply. Ford Motor
Company and General Motors have allocated chassis among us and our competitors based on the volume of chassis previously
purchased. 1f Ford Motor Company or General Motors were to discontinue the manufacturing of motor home or bus chagsis.
or if as a group all of our chassis suppliers significantly reduced the availability of chassis to the industry, our business cquld
be adversely effected. Similarly, shortages at, or production delays or work stoppuges by the employees of Ford Mator
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Company. General Motors or other chassis suppliers could have a material adverse effect on our sales. Finally, as is standard
in the industry, arrangements with chassis suppliers are terminable at any time by either our company or the chassis supplier.
If we cannot obtain an adequate chassis supply. this could result in a decrease in our sales and earnings.

Our husiness is subject to numerous federal, state and local regulations.

We are subject to numerous federal, state and local regulations governing the manufacture and sale of our products, including
the provisions of the National Traffic and Motor Vehicle Safety Act, or NTMVSA, and the safety standards for recreation vehi-
cles and components which have been promulgated under the NTMVSA by the Department of Trunsportation. The NTMVSA
authorizes the National Highway Traffic Safety Administration to require & manufacturer to recall and repair vehicles which
contain certain hazards or defects. Any recalls of our vehicles, voluntary or involuntary. could have a material adverse cffect
on our Company.

We are also subject to federal and numerous state consumer protection and unfair trade practice laws and regulations relating
to the sale. transportation and marketing of motor vehicles. including so-called *Lemon Laws™. Federal and state laws and reg-
ulations also impose upon vehicle operators various restrictions on the weight, length and width of motor vehicles, including
buses and motor homes. that may be operated in certain jurisdictions or on certain roadways. Certain jurisdictions also pro-
hibit the sule of vehicles exceeding length restrictions. Finally. federal and state authorities also have various cnvironmental
control standards relating to air, water, noisc pollution and hazardous waste generation and disposal which affect our business
and operations. Failure to comply with any of the foregoing laws or regulations could have an adverse impact on our business.

Risks Relating To Our Company.

Provisions in our charter documents and of Delaware law may make it difficult for a third party to acquire our com-
pany and could depress the price of our commeon stock.

Our Restated Certificate of Incorporation contains certain supermajority voting provisions that could delay, defer or prevent a
change in control of our company. These provisions could also make it more difficult for you and other stockholders to elect
directors, amend our Restated Certificate of Incorporation and take other corporate actions.

We are also subject to certain provisions of the Detaware General Corporation Law that could delay, deter or prevent us from
entering into an acquisition. including provisions which prohibit a Delaware corporation from engaging in a business combi-
nation with an interested stockholder unless specific conditions are met. The existence of these provisions could limit the price
that investors are willing to pay in the future for shares of our common stock and may deprive you of an opportunity to sell
your shares at a premium over prevailing prices.

We will continue to be effectively controlled by one of our shareholders.

Wade F. B, Thompson. our President and Chief Executive Officer and Chairman of our board of directors, owns directly or
indircctly voting control over an aggregate of 16.546.470 shares ol our common stock, representing 29.7% of our issued and
outstanding voting stock as of August 31. 2006. As a result. Mr. Thompson will be able to significanily influence most mat-
ters requiring approval by our shareholders, including the election of board members and the approval of mergers or other busi-
ness combination transactions.

ITEM 1B. UNRESOLVED STAFF COMMENTS
Not applicable.
ITEM2. PROPERTIES

We own or lease approximately 6.024 000 square feet of plant and office space. We belicve that our present facilities, consist-
ing primarily of steel clad. steel or wood frame. and masonry construction, and the machinery and equipment contained in
these facilities, are well maintained and in good condition. We believe that these facilities, together with facilities planned for
fiscal 2007, are adequate for our current and foresecable purposes and that we would be able to obtain replacement for our
leased premisces at acceptable costs should our leases not be renewed.
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The following table describes the location, number and size of our facilities as of July 31, 2006.

Approximate
Building
No. of Area

Location Owned or Leased Buildings Square Feet
RVs:
Jackson Center, OH (AIrSIICAM) . .cocuerioriicierrerirrerennene Owned...ooooviveevereeneee 9 i 299,000
Hensall, Ontario, Canada (CHair) ool Owned...oocoooveveveveeeeeene | IO 97 .000
Oliver, B.C., Canada {Cltair) ..o Owned....ooocoveiiienrinnnens OO 55.000
Middlebury, IN (Dutchmen) ... Owned.....oooeecveeiiceeeees 2 s 110,000
Burley., 1D (DUtchmen) ..., Owned...oooooeicercin S e 162,000
Goshen, IN (DUIChMEN).....oooirececcee e Owned....ooovvevieeeeeeeennne 12 e 513,000
Bristol, IN (DUtChMENY ..ooovve v Owned.....covviiiivinennnne | OO 66,000
Bristol, IN {Aero-Dutchmen) (2) ...cccoirvvnverieverecincs Leased...ccocovnneeiiiicenne | TR 40.000
Goshen, IN (Aero-Dutchmen) (2)...cooocovviiiniiiiiinninnnn Leased......ooccoveeiienennes | T 23.000
Syracuse, IN (Aero-Dutchmen) oo, Owned.... 3 e 133.000
Syracuse, IN (Aero-Dutchmen) (1) ..o, Leased.......cooovvrvnenniinenne | (R UOUSTR 49 000
Elkhart, IN (Four Winds).........coo i Owned........ocoeeeivernnennd 1 707,000
Elkhart, IN (Four Winds) (3) oo cveeeees Leased. i 2 e 67,000
EIKhart, IN (Damom) ..o eiecvnnnee e Owned...ccoooeiveeeenen O e 227,000
Etkhart, IN (Damon) (4) ...cccoooviimenireeeeine s Leased...ooorviiicieieneenne. 3 41,000
Napanee, IN (Breckenndge) ...l Owned....ccccevvvievccenr e, 2 e 144 000
Topeka, IN (CrossRoads).......corrvreirivcincinceee Owned...ooooevioeviiereeed L 195,000
Bristol, IN (CrossRoads) (5) .ccovviivirinninicicnnecrmeeene Leased......ccccoeeeueennnnen. 2 67,000
Clackamas, OR (Komfort}........ooooeiiiiiciirniee e Owned.....c.ocorvvrnieninnnne, OO 107,000
Moreno Valley. CA (Thor California) (6) .....c.c.cccoeeennn. Leased ... eires s ernnneees 166,000
Moreno Valley, CA (Thor California) {7) .o Leased.....ccooovvvvvienninnenns | USRS 49 000
Moreno Valley, CA (Thor California)........cccoeinineild Owned. ..., [ 63,000
Goshen, IN (Keystone) (B) ... Leased .o D e 472,000
Goshen, IN (Keystone) ..., Owned......ooeecenieeeeenee 13 e 989,000
Howe, IN (Keystone) (10) ..o Leased. ..o | 168 000
Pendleton, OR (Keystone) oo Owned.......ccooevviiiirrnnnnens | S, 146 000
Pendleton, OR (Keystone) (9) ..o Leased....oooooovveiiiinnnen, | USSR 63,000
Buses:
Salina, KS (ElDorado Kansas) .cc.oocovvvierciniiniinnann Owned....oococevvvvervrivieenn 2 s 252000
Riverside, CA (ElDorado California) .......ccooecveeenee Owned.......cooooceiiirneen, | TUSR 227000
Imlay City, Michigan (Champion Bus) ......ccomvevinionnd Owned....ooooiviiiie S 201,000
Elkhart, IN (Goshen Coach) ......cccoveeiininincccieninenne Owned...ooovviveeveecenieens 3 e 126,000
TOLAL ..o ettt ettt e e e n e s 107 o 6.024 000

(1) This location is occupied under a net lease which expires in 2010 with option to purchase.

(2) This location is occupied under a net lease which expires in 2008.

{3) These locations are occupied under net leases expiring at various times starting in 2007 thru 2008.
(4)  These locations are occupied under net leases expiring at vartous times starting in 2006 thru 2013,
(3) These locations are occupied under net leases expiring at various times staning in 2006 and 2007.
(6)  This location is occupied under a net lease which expires in 2008.

(7) This location is occupied under a net lease which expires October 2010,

{8) These locations are occupicd under net leases, expiring at various periods starting in 2007 thru 2012, Leases have extensions and
options to purchase.

(% This location is occupied under a net lease expiring in November 2011 with an option to renew for 7 years,

(10) This location is occupied under & net lease expiring in 2010.
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ITEM 3. LEGAL PROCEEDINGS

We are involved in certain litigation arising out of our operations in the normal coursc of our business most of which are based
upon state “lemon laws,” warranty claims, other claims and accidents (for which we carry insurance above a specified
deductible amount). We do not believe that any one of these claims is material.

ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS
No matters submitted.
PART 1l

ITEM 5. MARKET FOR REGISTRANT’S COMMON EQUITY AND RELATED STOCKHOLDER
MATTERS AND ISSUER PURCHASES OF EQUITY SECURITIES.

(a) Market Information

The Company's Common Stock is traded on the New York Stock Exchange. Set forth below is the range of high and low
prices for the common stock for each quarter during the Company s two most recent fiscal years, as quoted in the New York
Stock Exchange Monthly Market Statistics and Trading Reports.

Fiscal 2006 Eiscal 2005
High Low High Low
First QUArEr.......oooverrinrcsicssececrcrrerreeenens. 9 3039 § 3063 $ 3140 %2416
Second QUarer.......ccooveervcrncnn e 4346 31.66 3799 2755
THird QUATTET ..ot rebenes e s 56.93 41.65 36,76 26.27
Fourth QUATET ......cc.ooovererrriereerrereceeccrcrnccrciiins 93,28 4200 36.52 2700

(b) Holders
As of August 31,2006, the number of holders of record of the Company’s common stock was 168.

(¢) Dividends

We paid a special $.25 per share dividend as well as a $.05 dividend in our first quarter of fiscal 2006. For the second quar-
ter of fiscal 2006 we paid a $.05 per share dividend. In the third and fourth quarters of fiscal 2006, we paid a $.07 per share
dividend in each quarter. In fiscal 2005 we paid quarterly dividends of $.03 per share in each of the four quarters. Any pay-
ment of cash dividends in the future will be at the discretion of the Board of Directors and will depend upon our financial
condition, capital requirements. earnings and any other factors which the Board of Directors may deem revelant. There are
no limitations to the Company's ability to pay dividends pursuant to any credit facility.

(d) Securities Authorized for Issuance Under Equity Compensation Plans

The following table provides information as of July 31, 2006 about the Company’s Common Stock that may be issued upon
the exercise of options, warrants and rights granted to employees or members of the Board of Directors under all the
Company's existing equity compensation plans. including the Thor Industries, Inc. 1999 Stock Option Plan and the Thor
Industries, Inc. 1997 Restricted Stock Plan.

Equity Compensation Plan Information
Number of securities

Number of securities remaining available for
10 be issued Weighted-average future issuance under
upon exercise of exercise price of equity compensation plans
outstanding options, outstanding options. (excluding securities
Plan category warrants and rights wirrants and rights reflected in_golumn (a)}
(a) (b) (©
Equity compensatton plans
approved by security holders. ........ 533038 - $21.29 666,003
Equity compensation plans
not approved by security holders (1) .. — NA 398013
Total .o 533038 $21.29 1,064,016

(1) Constitutes shares remaining available for issuance under the Thor Industries, Inc. Restricted Stock Plan (the “Stock
Plan”™). The Stock Plan, which was adopted in 1997, is intended to advance the interests of the Company, its stockhold-

14




ers. its subsidiaries and its affiliates by encouraging and enabling inside directors, officers and other employces to acquire
and retain a proprietary interest in the Company by ownership of its stock. The Compensation Committee of the Bolard
of Directors. which administers the Stock Plan, may, at any time and from time to time, make grants to plan participants

in such amounts as it shall determine. Each grant vests as determined by the Compensation Commitiee but, in any event,
each grant automatically vests upon the earliest of (x) the termination by the Company of the recipient other than for
cause and (y) the recipient’s death, disability or retirement.
(e) Issuer Purchases of Equity Securities
(c) Total Number of Shares {d) Maximum Number
(a) Total Number (b) Average (or Units) Purchased as of Shares that
of Shares (or units) Price Paid Per Part of Publicly Anncunced May Yet Be Purchased
Period Purchased Share (or Unit) Plaps or Programs (1) Under the Plans or Programs
May 2006 - — - 1,032,800
June 2006 728,600 $44 82 728,600 2,304 200
July 2006 316,600 $43.29 316,600 1,987.600
{1} On March 11, 2003. we announced that our Board of Directors had approved a share repurchase program, pursuant to
which up to 1,000,000 shares of our common stock may be repurchased. In the second quarter of fiscal 2004, we affected a
two-for-one stock split, resulting in 2,000,000 shares authorized for repurchase under the program. On June 26, 2006 our
Board of Directors authorized the repurchase of an additional 2,000000 shares extending over a 24-month period before

expiring. At July 31, 2006. 1.987 600 shares of common stock remained authorized for repurchase under the repurchase pro-

gram.

ITEM 6. SELECTED FINANCIAL DATA
Fiscal years ended July 31,

2006 2005 2004 2003 2002

Income statement data:
Net sales (2) (3) v $3066276 $2.558351 $ 2,187,739 $1571404  $1,245300
Net income (2) (3) v 172 446 121,767 106085 78,631 51.182
Earnings per common share (1} (2) (3)

BaSIC v et csrs s are e nens 305 2.15 1.85 1.38 94

DIIIEd ..ot nss e e e 303 2.3 1.84 1.37 94
Dividends declared per common share (1).... 19 42 09 025 02
Dividends paid per common share (1) .......... 49 A2 09 025 02
Balance sheet data:
Total asse1s (2) (3) ovvvinieirrrcrerereseerncsnsees $1011842 & B57879 $ 762587 $ 608941 § 497503

(1) Per share amounts were adjusted for the two-for-one stock split in January 2004 and July 2002.

(2) Selected financial data for 2006, 2005 and 2004 include the results of Damon Corporation, which was acquired on

September 2, 2003. Selected financial data for 2006, 2005, 2004, 2003 and 2002 include the results of Keystond
Company. which was acquired on November 9, 2001.

RV

(3) Selected financial data for 2006 and 2005 includes the results of CrossRoads RV, which was acquired on November

1. 2004, and Goshen Coach, Inc. which was acquired on May 27, 2005,

ITEM 7. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONIMTION AND RESULTS
OPERATIONS

Executive Overview

OF

We were founded in 1980 and have grown to be the largest manufacturer of Recreation Vehicles (“RV’s™) and a major manu-

facturer of commercial buses in North America. Qur position in the travel trailer and fifth wheel segment of the industry (tow-

ables), with the acquisition of CrossRouds RV, gives us an approximate 32% market share. In the motorized segment of
industry we have an approximate 15% market share. Our market share in small and mid-size buses is approximatcly 39%.

the
We

entered the 40-foot bus market with a new facility in Southern Califorma designed for that preduct as well as our existing

30-foot and 35-foot buses,
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Qur growth has been internal und by acquisition. Our strategy has been to increase our profitability in North America in the
recreation vehicle industry and in the bus business through product innovation, service to our customers. manufacuring qual-
ity products. improving our fucilities and acquisitions, We have not entered unrelated businesses and have no plans to do so
in the future.

We rely on internally generated cush flows from operations to finance our growth although we may borrow to make an acqui-
sition if we believe the incremental cash flows will provide for rapid payback. We invested significant capital to modernize
and expand our plant facilities and have expended approximately $31.008 for that purpose in fiscal 2006.

Our business model includes decentralized operating units and we compensate operating management primarily with cash
based upon profitability of the unit which they manage. Our corporate staff provides financial management. centralized pur-
chasing services. insurance. legal and human resources. risk management, and internal audit functions. Senior corporate man-
agement interacts regularly with operating management to assure that corporate objectives are understood clearly and are
monitored approprialely.

Our RV products are sold to dealers who, in turn, retail those products. Our buses are sold through dealers to municipalities
and private purchasers such as rental car companies and hotels. We do not directly finance dealers but do provide repurchase
agreements in order to facilitate the dealers obtaining floor plan financing. We have a joint venture. Thor Credit, operated
by GE Consumer Finance, which provides retail credit to ultimate purchasers of any recreation vehicle purchased from a Thor
dealer. This retail credit on recreation vehicles is not limited to Thaor products only.

Trends and Business Outlook

The most important determinant of demand for Recreation Vehicles is demographics. The baby boomer population is now
reaching retirement age and retirees are a large market for our products. The baby boomer population in the United States is
expected to grow five times as fast as the expected growth in the total United States population. We belicve a primary indi-
cator of the strength of the recreation vehicle industry is retail RV sales. which we closely monitor to determine industry
trends. Recently, the towable segment of the RV industry has been stronger than the motorized segment. For the towable seg-
ment. retuil sales as reported by Statistical Surveys. Inc. were approximately even with last year for the 6 months ended
June 30, 2006: however the motorized segment was down approximately 14%. Higher interest rates and fuel prices appear to
affect the motorized scgment more severely.

Government entities are primary users of our buses. Demand in this segment is subject to fluctuations in government spend-
ing on transit. In addition. hotel and rental car companies are also major users of our small and mid-size buses and therefore
airline travel is an important indicator for this market. The majority of our buses have a S-year useful life, so many of the buses
are being replaced. According to Mid Size Bus Manufacturers Association unit sales of small and mid-sized buses are up 11%
in the 6 months ended June 30, 2006.

Economic or industry-wide factors affecting our recreation vehicle business include raw material costs of commodities used
in the manufacture of our product. Material cost is the primary factor determining our cost of products sold. Additional
increases in raw material costs would impact our profit margins negatively if we were unable to raise prices for our products
by corresponding amounts.

YO B A [

Change
NET SALES Fiscal 2006 Fiscal 2005 Amount %
Recreation Vehicles
Towables $ 2.173483 $ 1742318 $ 431.165 247
Motorized 577025 566,138 10,887 1.9
Total Recreation Vehicles 2.750.508 2.308 456 442052 19.1
Buses 315.768 249 895 65873 264
Total $ 3.066.276 $ 2.558.351 $ 507925 19.9
# OF UNITS
Recreation Vehicles
Towables 112103 88.471 23,632 267
Motorized 7.860 8.158 298) (3.7
Total Recreation Vehicles 119.963 96,629 23,334 24.1
Buses 5725 4372 1.353 309
Total 125.688 101 001 24 687 244




% of % of

Segment Segment Change

GROSS PROFIT Net Sales Net Sales Amount %
Recreation Vehicles

Towables $ 365266 168 $ 265503 15.2 $ 99763 376

Motorized 55622 96 52,993 94 2,629 50

Total Recreation Vehicles 420,888 153 318496 138 102 392 32.1
Buses 24 882 79 21,270 85 3612 17.0
Total § 445770 145 $ 339,766 133 $ 106004 312

SELLING, GENERAL AND ADMINISTRATIVE EXPENSES
Recreation Vehicles

Towables $ 121778 56 § 98235 56 $ 23543 240
Motorized 28,147 49 28314 50 {(167) (0.6}
Total Recreation Vehicles 149925 55 126,549 55 23376 18.5
Buses 145377 4.6 13463 54 1.114 8.3
Corporate 19424 — 12487 — 6937 55.6
Total $ 183926 60 $ 152499 6.0 $ 31427 20.6

INCOME BEFORE INCOME TAXES
Recreation Vehicles

Towables $ 242904 112 $ 168574 9.7 $ 74330 44.1

Motorized 27404 47 24,607 43 2,797 114

Total Recreation Vehicles 270,308 93 193,181 84 77127 399
Buses 9356 30 7492 3.0 1.864 249
Corporate 9.241) — (7.063) — (2.178) (30.8)
Total $ 270423 88 $ 193610 7.6 $ 76813 397
ORDER BACKLOG

As of As of

Change Amount %

Recreation Vehicles

Towables $ 229823 $ 202177 $ 27646 13.7

Motorized 103,214 133924 30,710y (23.00

Total Recreation Vehicles 333037 336,101 (3.064) 9
Buses 216,454 130,566 85,888 65.8
Total $ 549491 $ 466667 $ 82824 17.7
CONSOLIDATED

Net sales and gross profit for fiscal 2006 were up 19.9% and 31.2% respectively compared to fiscal 2005. Income before
income taxes for fiscal 2006 was up 39.7% compared to 2005. Selling, general and administrative expenses for fiscal 2(?()6
increased 20.6% compared to fiscal 2005. The specifics on changes in net sales, gross profit, gencral and administrative
expense and income before income taxes are addressed in the segment reporting below.,

Corporate costs in selling, general and administrative were $19,424 for fiscal 2006 compared to $12.487 in fiscal 2005. This
increase of $6.937 is primarily the result of increased insurance costs, legal expenses. and increased compensation cxpenses.

Other income for fiscal 2005 inctuded a $2.037 gain from the sale of our Thor America property.

Net sales and income before income taxes for fiscal 2006 included net sales and income before income taxes of $41,510 and
$(892) respectively. for Goshen Coach acquired May 27, 2005, The overall effective tax rate for fiscal 2006 was 36.2% cam-
pared to 37.1% for fiscal 2005.
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Analysis of Percentage Change in Net Sales Versus Prior Year

ac crnil Grow
Impact from Average Price
Per Uni Uni Net Cha
Recreation Vehicies
Towables 2.2 % 2.0) % 24.5 % 24.7 %
Motorized - 56 % (3.7 % 19 %

TOWABLE RECREATION VEHICLES

The increase in towable net sales of 24.7 % resulted primarily from an increase in unit shipments. The overall industry increase
in towables for August 2005 thru July 2006 was 20.4% according to statistics provided by the Recreation Vehicle Industry
Association. Decreases in the average price per unit resulted from product mix. We estimate that $122.258 or 5.6% of towable
net sales were related to hurricane relief units which were sold through our dealer network. We have no comparable industry
statistics for the total hurricane relief units sold.

Towables gross profit percentage increased to 16.8% of net sales for fiscal 2006 trom 15.2% of net sales for fiscal 2005. The
primary fuctor for the 37.6% increase in gross profit was the 24.7% increase in net sales, improved manufacturing cost and
reduced warranty cost as a percentage of net sales. Selling. general and administrative expenses were 5.6% of net sales for fis-
cal 2006 and fiscal 2005.

Towables income before income taxes increased to 11.2% of net sales for fiscal 2006 from 9.7% of net sales for fiscal 2005.
The primary factors for this increase was our 24.7% revenue increase and reduced manufacturing and warranty costs as a per-
centage of net sales,

MOTORIZED RECREATION VEHICLES

The increase in motorized net sales of 1.9% resulted primarily from an increase in average price per unit. The decrease in units
sold of approximately 3.7% outperformed the overall market decrease in motorhomes of 13.7% for the period August 2003
through July 2006 according to statistics published by the Recreation Vehicle Industry Association.

Motorized gross profit percentage was 9.6% of net sales for fiscal 2006 and 9.4% of net sales for fiscal 2005. Selling, gener-
al and administrative expense were 4.9% of net sales for fiscal 2006 compared to 5.0% of net sales for fiscal 2005.

Motorized income before income taxes was 4.7% of net sales for fiscal 2006 and 4.3% of net sales for fiscal 2005. This
increase of 11.4% includes an impairment charge of $1.360 reflected in cost of goods sold in fiscal 2006 due to a decision to
not produce a planned motorized product line.

BUSES

Analysis of Percentage Chunge in Net Sales Versus Prior Year

Impag Internal Grow
Impact from Acquisition Average Price Per Unit Units Net Change
Buses 16.6 % 68 % 30% 264 %

The increase in buses net sales of 26.4% resulted from a combination of an increase in both average price per unit and unit
shipments and our acquisition of Goshen Coach.

Buses gross profit percentage decreased to 7.9% of net sales for fiscal 2006 from 8.5% of net sales for fiscal 2005 due to low
gross profit on bus contracts assumed in the purchase of Goshen Coach and highly competitive market conditions. Selling.
general and administrative expenses were 4.6% of net sales for fiscal 2006 and 5.4% for fiscal 2005.

Buses income before income taxes was 3.0% of net sales tor fiscal 2006 and fiscal 2003.
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NET SALES
Recreation Vehicles
Towables
Motorized
Total Recreation Vehicles
Buses
Total

# OF UNITS
Recreation Vehicles
Towables
Motorized
Total Recreation Vehicles
Buses
Total

GROSS PROFIT
Recreation Vehicles
Towables
Motorized
Total Recreation Vehicles
Buscs
Total

SELLING, GENERAL AND ADMINISTRATIVE EXPENSES

Recreation Vehicles
Towables
Motorized
Total Recreation Vehicles
Buses
Corporate
Total

INCOME BEFORE INCOME TAXES

Recreation Vehicles
Towables
Motorized
Total Recreation Vehicles
Buses
Corporate
Total

ORDER BACKLOG

Recreation Vehicles
Towables
Motonized
Total Recreation Vehicles
Buses

Total

Fiscal 2005

5 1.742318
566,138

2308456
249 895

$ 2.558.351

R 471
8.158
96,629
4,372
101,001

$ 265503
52993
318.496
21,270

% of
Segment
Net Sales

152
94
13.8
8.5
13.3

$ 98235 5.6
28.314 50
126.549 55
13,463 54
12,487 —

$ 152,499 6.0

$ 168574 9.7
24 607 4.3
193,181 8.4
7492 3.0
(7.063) —

$ 193610 7.6

As of
July 31, 2005
$ 202177

133,924

336.101

130.5606
§ 466667
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Change
Amount

$ 308321
27,128

335449

35.163

$ 370612

9.8327

(206)

9.621
546

10,167

$ 38304

{197)

38.107
1,122

$ 39229

$ 16570
3.249

19,819

2331
(7312)

3 14838

5 23,666

(3457)

20.209
(2,085)
7.266

$_253%

July 31,2004 Change Amount

Eiscal 2004
$ 1433997
539,010
1,973,007
_ 214732
$ 2187739
78.644
8.364
87,008
3,826
90,834
% of
Segment
Net Sales
$ 227.199 15.8
53,190 99
280.389 14.2
20,148 94
$ 300,537 137
$ 8l.o65 57
25065 47
106.730 54
11.132 5.2
19,799 —
$ 137,661 6.3
$ 144908 10.1
28.064 5.2
172972 8.8
9577 4.5
(14.329) —
$ 168220 77
As of
$ 251573
108.991
360.564
134414
5 _494.978

$ (49.396)
24,933

(24 A63)
(3.848)

$ (28311)

21.5

50
17.0
16.4
16.9

12.5
(2.3)
1.1
14.3
1.2

16.9
(4
13.0
5.6
13.1

20.3
130
13.6
209

(36.9)
10.8

16.3
(12.3)
1.7
(21.8)
50.7
15.1

(19.6)
279

(6.8)
2.9

5.7




CONSOLIDATED

Net sales and gross profit for fiscal 2005 were up 16.9% and 13.1% respectively compared to fiscal 2004. Income before
income taxes for fiscal 2005 was up 15.1% compared to 2004. Selling, general and administrative expenses for fiscal 2005
increased 10.8% compared to fiscal 2004, The specifics on changes in net sales, gross profit, general and administrative
expense and income before income taxes are addressed in the segment reporting below.

Corporate costs in selling, general and administrative were $12,487 for fiscal 2005 compared to $19,799 in fiscal 2004, This
$7.312 reduction is primarily the result of lower legal costs and insurance claims in fiscal 2005 of approximately $9.861
offsct by increased costs of Sarbanes-Oxley compliance of approximately $1,989.

Other income for fiscal 2005 increased due primarily to a $2,037 gain on the sale of our Thor America property.

Net sales and income before income taxes for fiscal 2003 included net sales and income before income taxes of $74,165 and
$7.526 respectively, for CrossRoads RV acquired November 1, 2004 and net sales and loss before income taxes of $4,776 and
$248 respectively, for Goshen Coach acquired May 27, 2005. The overall effective tax rate for fiscal 2005 was 37.1% com-
pared to 36.9% for fiscal 2004.
Sezment Reporting

RECREATION YEHICLES

Analysis of Percentage Change in Net Sales Versus Prior Year

Impact from Internal Growth

Impact from Average Price
Acquisitions Per Unit Units Net Change
Recreation Vehicles
Towables 52% %.8% 7.5% 21.5%
Motorized — 7.5% (2.5)% 50%

TOWABLE RECREATION VEHICLES

The increase in towables net sales resulted from a combination of an increase in both average price per unit and unit shipments
and our acquisition of CrossRoads RV. The increase in units sold of approximately 12.5% would be a 7.5% increase exclud-
ing CrossRoads. The overall industry increase in towables on a comparable basis was 7.3%. Increases in the average price per
unit resulted from the combination of price increases and product mix.

Towables gross profit percentage decreased to 15.2% of net sales for fiscal 2005 from 15.8% of net sales for fiscal 2004. The
primary factor for the reduced gross margin in 2005 was a $9.3 million decline in gross margin at our Thor California opera-
tion. Selling, general and administrative expenses were 5.6% of net sales for fiscal 2005 and 5.7% for fiscal 2004.

Towables income before income taxes decreased to 9.7% of net sales for fiscal 2005 from 10.1% of net sales for fiscal 2004.
The primary factors for this reduction were reductions in gross margin as mentioned earlier.

MOTORIZED RECREATION YEHICLES

The increase in motorized net sales resulted primarity from an increase in average prices per unit. The decrease in units sold
of approximately 2.5% outperformed the overall market decrease in motorhomes of 7.2%. Increases in the average price per
unit resulted from the combination of price increases and product mix.

Motorized gross profit percentage decreased to 9.4% of net sales from 9.9% of net sales for fiscal 2004. The primary factor
for the reduced gross margin in 2005 was lower unit sales. Selling. general and administrative expense increased to 5.0% of
net sales for fiscal 2003 from 4.7% of net sales for fiscal 2004.

Motorized income before income taxes decreased to 4.3% of net sales for fiscal 2005 from 5.2% of net sales for fiscal 2004.
The reduction was due primarily to lower gross margins on individual unit sales and higher selling general and administrative
costs.
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BUSES
Analysis of Percentage Change in Net Sales Versus Prior Year
Impact from Internal Growth
Impact from Acquisition Average Price Per Unit Units Net Change

Buses 22% 4.3% 9.9% 16.4%

The increase in buses net sales resulted from a combination of an increase in both average price per unit and unit shipments
and our acquisition of Goshen Coach. The increase in units sold of approximately 14.3% would have been 9.9% excluding
Goshen Coach. The unit sales increases are indicative of an expected replacement cycle on our buses the majority of which
have a 5 year useful life. In addition. replacement of many older buscs was delayed due to decline in the travel industry sub-
sequent to the 9711 terrorist attacks.

Buses gross profit percentage decreased to 8.5% of net sales for fiscal 2005 from 9.4% of net sales for fiscal 2004 due to con-
tinuing discounts offered to achieve bus contracts in a very competitive market place. Selling, general and administrative
expenses were 5.4% of net sales for fiscal 2005 and 5.2% for fiscal 2004.

Buses income before income taxes decreased to 3.0% of net sales for fiscal 2005 from 4.53% for fiscal 2004. The primary rea-
son for the decrease is due to reduced gross margins as explained above.

Financial Condition and Liquidity

As of July 31. 2006, we had $264 373 in cash, cash equivalents and short-term investments, compared to $208 815 on July
31.2005. Short term investments. which are principally investment grade securities composed of asset-based notes, mortgage-
backed notes, auction rate sccuritics and corporate bonds. are generally bought and held for sale in the near term and are ¢las-
sified as trading securities. Trading securities are carried at fair market value. Realized and unrealized gains and losses on trad-
ing sceurities are included in carnings. Dividend and interest income arc recognized when carncd.

Due to the relative short-term maturity (average 3 months) of our trading securities, we do not believe that a change in the
interest rates will have a significant impact on our financial position or results of future operations.

Working capital at July 31, 2006 was $374.006 compured to $275.228 on July 31, 2005. We have no long-term debt. We cur-
rently have a $30.000 revolving line of credit which bears interest at negotiated rates below prime and expires on November
30, 2006. There were no borrowings on this line of credit during the year ended July 31, 2006. The loan agreement executed
in connection with the line of credit contains certain covenants. including restrictions on additional indebtedness, and requires
us to maintain certain financial ratios. We believe that internally generated funds and the line of credit will be sufficient to meet
our current needs and any additional capital requirements. Capital expenditures of approximately $31.,008 for fiscal year ended
July 31, 2006 were primarily for planned expansions and improvements of $26.613 at our recreation vehicle facilities|und
$4.395 for our bus operations, primarily at our new Goshen Coach facility. We paid a special 25¢ dividend tn fiscal 20006
totalling $14.166. We also bought back 1.145 200 shares of Thor common stock in fiscal 2006 at a total cost of $51,462.

The Company anticipates capital expenditures in fiscal 2007 of approximately $20.000. These expenditures will be madg pri-
marily for planned capacity expansions and for replacement of machinery and equipment to be used in the ordinary course of
business and expansions primarily in our recreation vehicle segment.

Critical Accounting Principles

The consolidated financial statements of Thor are prepared in conformity with accounting principles generally accepted in the
United States. The preparation of these lNnancial statements requires the use of estimates, judgments. and assumptions/that
affect the reported amounts of assets and liabilities at the date of the financial statements and the reported amounts of revenues
and expenses during the periods presented. We believe that of our accounting policies, the following may involve a higher
degree of judgments., estimates. and complexity:

Inmpairment of Goodwill, Trademarks and Long-Lived Assets

We at least annually review the carrying value of goodwill and trademarks with indefinite useful lives. Long-lived assets. iden-
tifiable intungibles that are amortized, goodwill and trademarks with indefinite useful lives are also reviewed for impairment
whenever events or changes in circumstances indicate the carrying amount of an asset may not be recoverable from future cash
flows. This review is performed using estimates of future cash flows. If the carrying value of a long-lived asset is considered

|
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impaired, an impairment charge is recorded for the amount by which the carrying value of the long-lived asset exceeds its fair
value. Management believes that the estimates of future cash flows and fair values are reasonable: however changes in esti-
mates of such cash flows and fair values could affect the evaluations.

Insurance Reserves

Generally, we are self-insured for workers’ compensation and group medical insurance. Under these plans, liabilities are rec-
ognized for claims incurred. including those incurred but not reported. and changes in the reserves. At the time a workers'
compensation claim is filed, a liability is estimated to settle the claim. The liability for workers’ compensation claims is deter-
mined by a third party administrator using various state statutes and reserve requirements. Group medical reserves are funded
through a trust and are estimated using historical claims’ experience. We have a self-insured retention lor products liability and
personal injury matters of $5.000 per occurrence. We have established a reserve on our balance sheet for such occurrences
based on historical data and actuarial information. We maintain excess liability insurance aggregating $25.000 with outside
insurance carriers 10 minimize our risks related to catastrophic claims in excess of all our self-insured positions. Any materi-
al change in the aforementioned factors could have an adverse impact on our operating results.

Warraniy

We provide customers of our products with a warranty covering defects in materind or workmanship for periods generally rang-
ing from one to two yeurs, with longer warranties on certiin structural components, We record a liability based on our best
estimate of the amounts necessary to settle future and existing claims on products sold as of the balance sheet date. Factors we
use in estimating the warranty liability include a history of units sold. existing dealer inventory. average cost incurred and a
profile of the distribution of warranty expenditures over the warranty period. A significant increase in dealer shop rates. the
cost of parts or the frequency of claims could have a material adverse Impact on our operating results for the period or peri-
ods in which such claims or additional costs materialize. Management belicves that the warranty reserve is adequate: howev-
er actual claims incurred could differ from estimates. requiring adjustments to the reserves. Warranty reserves are reviewed
and adjusted as necessary on a quarterly basis.

Income Taxes

The Company accounts for income taxes under the provision of SFAS No. 109 “Accounting for Income Taxes™. The objec-
tives of accounting for incomes taxes are to recognize the amount of taxes payable or refundable for the current year and
deferred tax liabilities and assets for the future tax consequences of events that have been recognized in the Company’s finan-
cial statements or tax returns. Judgement is required in assessing the future tax consequence of events that have been recog-
nized in the Company’s financial statements or tax returns. Fluctuations in the actual outcome of these future tax consequences
could materially impact the Company s financial position or its results of operations.,

Revenue Recognition
Revenue from the sale of recreation vehicles and buses are recorded when all of the following conditions have been met:

1} An order for a product has been received from a dealer:

2) Written or oral approval for payment has been received from the dealer’s Rooring institution:

3) A common carrier signs the delivery ticket accepting responsibility for the product as agent for the dealer: and
4) The product is removed from the Company's property for delivery to the dealer who placed the order.

Certain shipments are sold to customers under cash on delivery (*COD”) terms. The Company recognizes revenue on COD
sales upon payment and delivery. Most sales are made by dealers financing their purchases under (looring arrangements with
banks or finance companies. Products are not sold on consignment. dealers do not have the right 1o return products. and deal-
ers are typically responsible for interest costs to floorplan lenders. On average. the Company receives payments from floor-
plan lenders on products sold to dealers within 15 days of the invoice date.

Repurchase Commitments

It is customary practice for companies in the recreational vehicle industry to enter into repurchase agreements with financing
institutions to provide financing to their dealers. Generally, these agreements provide for the repurchase of products from the
financing institution in the event of a dealer's default. The risk of loss under these agreements is spread over numerous deal-
ers and further reduced by the resale value of the units which the Company would be required to repurchase. Losses under
these agreements have not been significant in the periods presented in the consolidated financial statements. and management
believes that any future losses under these agreements will not have a significant cffect on the Company's consolidated finan-
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cial position or results of operations. The Company records repurchase and guarantee reserves based on prior experience fand
known current events,

Principal Contractual Obligations and Commercial Commitments

Our principal contractual obligations and commercial commitments at July 31, 2006 are summarized in the following charts.
We have no other off balance sheet commitments.

Contractual Payments Due By Period
Obligations Total Fiscal 2007  Fiscal 2008-2009 Fiscal 2010-2011 After 5 Years
Operating leases .....§ 13094 § 4,021 $ 5,589 $ 2,609 $ 875
Total contractual
cash obligations ..... $ 13094 § 4021 $ 5.589 $ 2.609 $ 875
Other Total Amount of Commitment Expiration Per Period
Commercial Amounts Less Than 1
Guarantees ............ $ 2574 § 2574 3 — $ — $ —
Standby
repurchase
obligations , ............ $ 813795  § 813.795 $ - 8 - £ —
Total commercial
commitments ., ... ...... $ 816,369 3 816,369 $ — $ — $ —
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Accounting Pronouncements

In June 2006. the Financial Accounting Standards Board issued FIN No. 48, Accounting for Uncertainty in Income
Taxes — an interpretation of FASB Statement No. 109, which clarifics the accounting for uncertainty in income
taxes recognized in an enterprise’s financial statements in accordance with FASB Statement No. 109, Accounting
for Income Taxes. The interpretation prescribes a recognition threshold and measurement attribute for the finan-
cial statement recognition and measurement of a tax position taken or expected to be taken in a tax return. FIN
No. 48 requires recognition of tax benefits that satisfy a greater than 50% probability threshold. FIN No. 48 also
provides guidance on derecognition, classification. interest and penalties, accounting in interim periods. disclo-
sure. and transition. FIN No. 48 is effective for us beginning August 1. 2007. We are assessing the potential impact
that the adoption of FIN No. 48 will have on our financial statements.

ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT RISK

The Company is cxposed to market risk from changes in foreign currency related to its operations in Canada.
However. becausc of the size of Canadian operations, a hypothetical 10% change in the Canadian dollar as com-
pared to the U.S. dollar would not have a significant impact on the Company’s financial position or results of oper-
ations. The Company is also cxposed to market risks related to interest rates because of its investments in corpo-
rate debt securitics. A hypothetical 10% change in interest rates would not have a significant impact on the
Company s financial position or results of operations.

ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA (UNAUDITED) - SEE ITEM 15
Quarterly Financial Data

October 31 January 31 April 30 July 31
Fiscal 2006
NCESAIES 1o § 761323 $ 642047 $ 857615 $ 805291
Gross Profit ... tHL642 89.963 128011 116,154
NEEINCOMEC coecreceririricin s 43.365 31.874 51.139 46,086
Earnings per common share
BASIC .ocviviceeireicerrie v s T 56 90 22
DHIULEd oo e, 76 56 90 R
Dividends declared per common share ......... — 05 07 07
Dividends paid per common share ............... 30 05 07 07
Market prices per common share
High oo e $ 36.39 $ 4346 $ 5693 $ 53.28
LOW 1ottt ssnsans $ 30.63 $ 3166 S 41.65 S 4200
October 31 January 31 April 30 July 31
Fiscal 2005
NEESAIES oo $ 632726 § 537041 $ 728693 $ 659891
Gross Profil ..o 90.774 67.832 94035 87.125
NCUINICOME vt 35073 20,638 32950 33.106
Earnings per common share
BaSiC oo e 61 36 58 59
DAIULEU ..o 61 36 58 58
Dividends declared per common share ......... 03 03 03 33
Dividends paid per commeon share ............... 03 03 03 03

Market prices per common share
HISh oo $ 3140 $ 3799 s 36.76 $ 36.52

LOW 1o s $ 24.16 $ 27.55 $ 2627 $ 27.00




ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON ACCOUNTING AND
FINANCIAL DISCLOSURE

None.
ITEM 9A. CONTROLS AND PROCEDURES

As of the end of the period covered by this report, the Company’s management. with the participation of|the
Company’s Chief Executive Officer and Chief Financial Officer, conducted an evaluation of the effectiveness of
the design and operation of the Company's disclosure controls and procedures, as required by Exchange Act Rule
13a-15(e). Based on this evaluation, the Chief Executive Officer and Chief Financial Officer have concluded that
the Company’s disclosure controls and procedures were effective to ensure that information required to be dis-
closed by the Company in the reports that it files or submits under the Exchange Act is recorded. processed, sum-
marized and reported within the time periods specified by the SEC’s rules and forms.

The Company’s management, including the Chief Executive Officer and the Chief Financial Officer, does [not
expect that the Company's disclosure controls and procedures will prevent all error and all fraud. A control ys-
tem. no matter how well conceived and operated, can provide only reasonable, not absolute, assurance that|the
objectives of the control system are met. Further. the design of a control system must reflect the fact that therelare
resource constraints, and the benefits of controls must be considered relative to their costs. Because of the inher-
ent limitations in all control systems, no evaluation of controls can provide absolute assurance that all control
issues and instances of fraud, if any, within the Company have been detected. These inherent limitations include
the realities that judgments in decision-making can be faulty. and that breakdowns can occur because of sim'ple
error or mistake. Additionally, controls can be circumvented by the individual acts of some persons, by collusion
of two or more people, or by management override of the control. The design of any system of controls ulst:) is
based in part upon certain assumptions about the likelihood of future events, and there can be no assurance that
any design will succeed in achicving its stated goals under all potential future conditions: over time. control 1 ay
become inadequate because of changes in conditions, or the degree of compliance with the policies or procedures
may deteriorate. Because of the inherent limitations in a cost-effective control system, misstatements due to efror
or fraud may occur and not be detected.

The Company’s management is responsible for establishing and maintaining adequate internal control over finan-
cial reporting as defined in Exchange Act Rule 13a-15(f). The Company’s management, with the panicipalioﬁ of
the Company’s Chief Executive Officer and Chief Financia! Officer, conducted an evaluation of the effectiveness
of our internal control over financial reporting based on the framework and criteria established in Intetnal
Control —Integrated Framework, issued by the Committee of Sponsoring Organizations of the Treud\}vay
Commussion. Based on this evaluation, our management concluded that our internal control over financial repprt-
ing was effective as of July 31, 2006. During its assessment, management did not identify any material weakness-
es in our internal control over financial reporting. Our independent registered public accounting firm, Deloitté &
Touche LLP, has audited our consolidated financial statements and has issued an attestation report on mana'ge-
ment’s assessment of our internal control over financial reporting. as stated in their report included herein.

In connection with the evaluation of internal control over financial reporting described above., no changes in|the
Company’s internal control over financial reporting were indentified that occurred during the fourth quarter of fis-
cal 2006 that have materially affected. or are reasonably likely to materially affect, the Company’s internal control
over financial reporting.

ITEM 9B. OTHER INFORMATION
Not Applicable
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MANAGEMENT’S REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING

We are responsible for the integrity and objectivity of the financial and operating information contained in this
Annual Report on Form 10-K, including the consolidated financial statements covered by the Report of the
Independent Registered Public Accounting Firm. These statements were prepared in conformity with generally
accepled accounting principles and include amounts that are based on our best estimates and judgements.

We maintain a system of internal controls which provides management with reasonable assurance that transactions
are recorded and executed in accordance with its authorizations, assets are properly safeguarded and accounted for,
and records are maintained $o as to permit preparation of financial statements in accordance with generally accept-
ed accounting principles. This system includes written policies and procedures, an organizational structure that seg-
regates duties, financial reviews and a comprehensive program of periodic audits by the internal auditors. We have
also instituted policies and guidelines which require employees to maintain a high level of ethical standards.

In addition, the Audit Committee of the Board of Directors, consisting solely of outside directors, meets periodi-
cally with management, the internal auditors and the independent registered public accounting firm to review inter-
nal accounting controls, audit results and accounting principles and practices and annually recommends to the
Board of Directors the selection of the independent registered public accounting firm.

We are responsible for establishing and maintaining adequate internal control over financial reporting as defined in Rule
13a-15(f) under the Securities Exchange Act of 1934. Under our supervision and with the participation of other key
members of our management, we conducted an evaluation of the effectiveness of our internal control over financial
reporting based on the framework and criteria established in fnternal Control — Integrated Framework, issued by the
Committee of Sponsoring Organizations of the Treadway Commission. Based on this evaluation, management con-
cluded that our internal control over financial reporting was effective as of July 31, 2006. During its assessment, man-

agement did not identify any material weaknesses in our internal control over financial reporting.

Deloitte & Touche LLP, the independent registered public accounting firm that audited our consolidated financial
statements included in this Annual Report on Form 10-K, has issued an unqualified attestation report on manage-

ment’s assessment of internal control over financial reporting.

(Signed) __/8/ Wade F.B. Thompson
Wade F. B. Thompson
Chairman, President, and Chief Executive Officer

Date September 28, 2006

(Signed) __/8/ Walter L. Bennett
Walter L. Bennett
Executive Vice President and Chief Financial Officer

Date September 28, 2006

26




REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Stockholders of Thor Industries, Inc.:

We have audited management's assessment, included in the accompanying Management’s Report on
Internal Controis Over Financial Reporting, that Thor Industries, Inc. and subsidiaries (the “Company™)
maintained effective internal control over financial reporting as of July 31, 2006, based on the criteria estab-
tished in Internal Control —Integrated Framework issued by the Committee of Sponsoring Organizations of
the Treadway Commission. The Company's management is responsible for maintaining effective internal
control over financial reporting and for its assessment of the effectiveness of internal control over financial
reporting. Our responsibility is to express an opinion on management's assessment and an opinion on the
effectiveness of the Company's internal control over financial reporting based on our audit.

We conducted our audit in accordance with the standards of the Public Company Accounting Oversight
Board (Uinited States). Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether cffective internal control over financial reporting was maintained in all material
respects. Qur audit included obtaining an understanding of internal control over financial reporting, evalu-
ating management's assessment, testing and ¢valuating the design and operating effectivencss of internal
control, and performing such other procedures as we considered necessary in the circumstances. We believe
that our audit provides a reasonable basis for our opinions.

A company's internal control over financial reporting is a process designed by, or under the supervision of,
the company's principal executive and principal financial officers, or persons performing similar functions,
and effected by the company's board of directors, management, and other personnel to provide reasonable
assurance regarding the reliability of financial reporting and the preparation of financial statements for
external purposes in accordance with generally accepted accounting principles, A company's internal con-
trol over financial reporting includes those policies and procedures that (1) pertain o the maintenance of
records that, in reasonable detail, accurately and fairly reflect the transactions and dispositions of the assets
of the company; (2) provide reasonable assurance that trunsactions arc recorded as necessary to permit
preparation of financial statements in accordance with generally accepted accounting principles, and that
receipts and expenditures of the company are being made only in accordance with authorizations of man-
agement and directors of the company; and (3) provide reasonable assurance regarding prevention or time-
ly detection of unauthorized acquisition, use, or disposition of the company's assets that could have a mate-
rial effect on the financial statements,

Becausc of the inherent limitations of internal control over finaneial reporting, including the possibility of
collusion or improper management override of controls, material misstatements due to error or fraud may
not be prevented or detected on a timely basis. Also, projections of any evaluation of the effectiveness of
the internal control over financial reporting to future periods are subject to the risk that the controls may
become inadequate because of changes in conditions, or that the degree of compliance with the policies or
procedures may deteriorate.

In our opinion, management's assessment that the Company maintained effective internal control over
financial reporting as of July 31, 2006, is fairly stated, in all material respects, based on the criteria estab-
lished in Internal Control—Integrated Framework issued by the Committee of Sponsoring QOrganizations of
the Treadway Commission. Also in our opinion, the Company maintained, in all material respects, effec-
tive internal control over financial reporting as of July 31, 2006, based on the criteria established in Internal
Control—Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway
Commission.

We have also audited, in accordance with the standards of the Public Company Accounting Oversight Board
(United States), the consolidated financial statements as of and for the year ended July 31, 2006 of the
Company and our report dated September 28, 2006 expressed an unqualified opinion on those financial
statements.

DELOITTE & TOUCHE LLP

Dayton, Ohio

September 28, 2006
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PART III
ITEM 10. DIRECTORS AND EXECUTIVE OFFICERS OF THE REGISTRANT

Information with respect to Directors and Executive Officers of the Registrant is included under the captions
BUSINESS EXPERIENCE OF DIRECTORS AND EXECUTIVE OFFICERS and SECTION [6(A)
BENEFICIAL OWNERSHIP REPORTING COMPLIANCE, in the definitive Proxy Statement, dated on or about
October 30 2006, filed with the Commission pursuant to Regulation 14A, which portion of said Proxy Statement
is hereby incorporated by reference.

The Company has adopted a written code of ethics, the “Thor Industries, Inc. Business Ethics Policy” which is
applicable to all directors, officers and employees of the Company, including the Company’s principal executive
officer, principal financial officer, principal accounting officer or controller and other executive officers identified
pursuant to this Item 10 who perform similar functions (collectively, the “Selected Officers”). In accordance with
the rules and regulations of the Securities and Exchange Commission a copy of the code has been posted on the
Company’s website. The Company intends to disclose any changes in or waivers from its code of ethics applica-
ble to any Selected Officer on its website at http://www thorindustries.com or by filing a Form 8-K.

ITEM 11. EXECUTIVE COMPENSATION

The information required in response to this ltem is contained under the captions EXECUTIVE COMPENSA-
TION: DIRECTOR COMPENSATION; RESTRICTED STOCK PLAN; SELECT EXECUTIVE INCENTIVE
PLAN; PERFORMANCE GRAPH; COMPENSATION COMMITTEE INTERLOCKS AND INSIDER PARTIC-
IPATION; and COMMITTEE REPORT ON EXECUTIVE COMPENSATION in the definitive Proxy Statement,
dated on or about October 30, 2006, filed with the Commission pursuant to Regulation 14A, which portion of said
Proxy Statement is hereby incorporated by reference.

ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT
AND RELATED SHAREHOLDER MATTERS

The information required in response to this Item is contained under the caption SECURITY OWNERSHIP OF
MANAGEMENT AND OWNERSHIP OF COMMON STOCK FOR PRINCIPAL SHAREHOLDERS, in the
definitive Proxy Statement, dated on or about October 30, 2006, filed with the Commission pursuant to Regulation
14A, which portion of said Proxy Statement is hereby incorporated by reference.

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS

The information required in response to this Item is contained under the caption CERTAIN RELATIONS AND
TRANSACTIONS WITH MANAGEMENT in the definitive Proxy Statement, dated on or about October 30, 2006,
filed with the Commission pursuant to Regulation 14A, which portion of said Proxy Statement is hereby incorpo-
rated by reference.

ITEM 14. PRINCIPAL ACCOUNTING FEES AND SERVICES

The information required in response to this Item is contained under the caption “Fees Paid to Independent
Registered Public Accounting Firm.” in the definitive Proxy Statement, dated on or about October 30, 2006, filed
with the Commission pursuant to Regulation 14A, which portion of said Proxy Statement is hereby incorporated
by reference.
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PART IV
ITEM 15. EXHIBITS AND FINANCIAL STATEMENT SCHEDULES

(a) (1) Financial Statements Page
Report of Independent Registered Public Accounting Firm....oooi e 3 |
Consolidated Balance Sheets. July 31,2006 and 2005 ... 32-33
Consolidated Statements of Income for the Years Ended

July 31,2006, 2005 and 2004 .. .....cccoiiiiiiiiiiiii e 34
Consolidated Statements of Stockholders™ Equity. and Comprehensive Income for the
Years Ended July 31, 2000, 2005 and 2004 ..o e e e 35
Consolidated Statements of Cash Flows for the Years Ended
July 31,2006, 2005 and 2004 ... e e 36
Notes to Consolidated Financial Statements for the Years Ended
July 31,2006, 2005 and 2004 ..o e e 1R T
(b) Exhibits
Exhibi D ot
3.1 Amended and Restated Certificate of Incorporation (incorporated by reference to Exhibit 3(a) jof
the Company’s Annual Report on Form 10-K for the fiscal year ended July 31, 2001 )*
3.2 Certificate of Amendment to Amended and Restated Certificate of Incorporation {incorporated

by reference to Exhibit 3.2 of the Company’s Annual Report on Form 10-K for the fiscal year
ended July 31, 2004)*

33 By-laws (incorporated by reference to Exhibit 3(b) of the Company’s Registration Statement No.
33-13827y*
4.1 Form of Common Stock Certificate. (incorporated by reference to Exhibit 4(a) of the Company’s
Annual Report on Form 10-K for the fiscal year ended July 31, 1987)*

10.1 Thor Industries, Inc. 1999 Stock Option Plan (incorporated by reference to Exhibit 4.1 of the
Company’'s Registration Statement on Form S-8 dated November 5. 1999)*

10.2 Thor Industries. Inc. Restricted Stack Plan (incorporated by reference to Exhibit 4.1 of the Company s
Registration Statement on Form S-8 dated December 3, 1997)*

10.3 Thor Industries. Inc. Select Executive Incentive Plan (incorporated by reference to Exhibit 10{c)
of the Company’s Annual Report on Form 10-K for the fiscal year ended July 31, 2000)*

(4.1 Thor Industries, Inc. Business Ethics Policy (Incorporated by reference to Exhibit 14.1 of the
Company’'s Annual Report on Form 10-K/A for the fiscal year ended July 31, 2003)*

1.1 Subsidiaries of the Company**
1.1 Certification of the Chief Executive Officer filed pursuant to Section 302 of the Sarbanes-Oxley
Act of 2002%*

31.2 Certification of the Chief Financial Officer filed pursuant to Section 302 of the Sarbanes-Oxley
Act of 2002#*

32. Certification of the Chief Executive Officer furnished pursuant to Scction 906 of the
Sarbanes—Oxley Act of 2002#*

322 Certification of the Chief Financial Officer furnished pursuant to Section 906 of the Sarbanes +

Oxley Act of 2002%*
Incorporated by reference
wE Filed herewith
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SIGNATURES

Pursuant to the requirements of Section |3 or 15(d) of the Securities Exchange Act of 1934, the Registrant
has duly caused this report to be signed on its behalf by the undersigned, thereunto duly authorized.

THOR INDUSTRIES, INC.

/8/ Wade F.B. Thompson

{Signed)

Wade F. B. Thompson

Chairman, President. and Chief Executive Officer

September 28, 2006

Date

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below
by the following persons on behalf of the Registrant and in the capacities and on the dates indicated.

(Signed) __ /S/ Peter B. Orthwein

Peter B. Orthwein
Vice Chairman, Treasurer

(Director)
Date September 28, 2006
(Signed) /S/ Wade F.B. Thompson

Wade F. B. Thompson

Chairman. President. and Chief Executive
Officer (Principal Executive Officer
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Date September 28, 2006
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William C. Tomson

Director

Date September 28, 2006

(Signed) 7S/ H. Coleman Davis

H. Coleman Davis

Director
Date September 28, 2006
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Dircctor

September 28, 2006

Date

(Signed) /8/ Walter L. Bennett
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Chief Financial Officer
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Date September 28, 2006
(Signed) /s/ Alan Siegel
Alan Sicgel
Director
Date September 28, 2006
(Signed) /s/ Neil D. Chrisman
Neil D. Chrisman
Director
Date September 28, 2006
{Signed) /8/ Jan H. Suwinski
Jan H. Suwinski
Director
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Stockholders of Thor Industries, Inc.

We have audited the accompanying consolidated balance sheets of Thor Industries, Inc. and subsidiaries (the

“Company™} as of July 31, 2006 and 2005, and the related consolidated statements of income, stockholders' equi-

ty and comprehensive income, and cash flows for each of the three years in the period ended July 31, 2006. These

consolidated financial statements are the responsibility of the Company’s management. Our responsibility is to

cxpress an opinion on these financial statements based on our audits.

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight B

ard

(United States). Those standards require that we plan and perform the audit to obtain reasonable assurance about

whether the financial statements are free of material misstaternent. An audit includes examining, on a test basis,

cvidence supporting the amounts and disclosures in the financial statements. An auvdit also includes assessing
accounting principles used and significant estimates made by management, as well as evaluating the overall fir

cial statement presentation. We believe that our audits provide a reasonable basis for our opinion.

In our opinion, such consolidated financial statements present fairly, in all material respects, the financial posi

the

dn-

ion

of Thor Industries, Inc. and subsidiaries at July 31, 2006 and 2005, and the results of their operations and their cash

flows for each of the three years in the period ended July 31, 2006, in conformity with accounting principles g
erally accepted in the United States of America.

We have also audited, in accordance with the standards of the Public Company Accounting Oversight Board (Un
States), the effectiveness of the Company's internal control over financial reporting as of July 31, 2006, based on

cn-

ted
the

criterta established in Internal Control —Integrated Framework issued by the Committee of Sponsoring Organizations

of the Treadway Commission and our report dated September 28, 2000, expressed an unqualified opinion on manage-

- . . - . I
ment's asscssment of the effectiveness of the Company's internal control over financial reporting and an unqualified

opinion on the effectiveness of the Company's internal control over financial reporting.

DELOITTE & TOUCHE LLP
Dayton, Ohio
September 28, 2006
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Consolidated Balance Sheets, July 31, 2006 and 2005

(amounts in thousands except share data}

Assels 2006 2005

Current assets:

Cash and cash equivalents ... S 196,136 $ 163,596
Investments-short term [Note Ao, 68,237 45,219
Accounts receivable:

Trade, less allowance for doubtul accounts—

$105 in 2006 and $506 in 2005 (Note A} ..o 191,299 140,927
BT . oo oottt eeeesessttssssaann e seansnaaaesertnnrsssasan s s tas st rannrraeeanr e e rrr s 5,639 5,409
Inventories (Note D) .......ocooiiiiericiee et 187,091 161,770
Deferred income taxes and other (Note F) ..., 11,431 7119
TO Al CUITENE OS50S .o eeereerreeeerrreanrreressetitesertsiessasssnnsrrrrennrnssnnsressssseniesnnnssnassss 659,833 524,040

Property, plant and equipment:

(ReT 17 T TUR U UO RO PP 21,323 21,339
Buildings and improvements ... 131,649 109,443
Machinery and equIPMeNt .........cooriiiimiiiiii e 55,656 49,259
TOUAL COSE oo iinieeaieseeussersnseeeassaassaassetesnrsssaaesnensonrssrerresunaststassessssisssseinns 208,628 180,041
Less accumulated deprecialion ..o 51,163 40,252
Net property, plant and equipment ........c.c.oiiiieiiiiini 157,465 139,789
Investments - Joint ventures {Nofe K)o 2,737 2,800

Other assets:

Goodwill [Note C) ...t st s 165,663 165,662
Moncompete agreements - Net [Note C) ... 2,841 3,790
Trademarks [Note C) .....iiiiiiiiieeieie e ettt 13,900 13,900
L@ 111 P UO PP OUPIPPPPP 9,403 7,898
Total other 05585, .. i e 191,807 191,250
L] 1< 1 IO TT U U T O PO T U OO POUR ORI $1,011,842 $ 857879

See notes to consolidated financial statements.
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Liabilities and Stockholders’ Equity 2006 2005

Current liabilities:

Accounts payable...............oo i e S 131,606 § 118,056

Accrued liabilities:

Compensation and related items ..................cc.oooiiiiviiiii e 37,161 28,519
Product warranties {Note M)........ooocvivviiiiiiieiiieiiiiiee e 59,795 55,118
L BT SRR 26,574 8,351
Promotions and rebates ..........cc.oovveeiiiiiiii e e et 12,953 7,362
Product/property liability and related...........ccccorviienvvcinninnni e, 10,423 7,913
Dividends payable [Note J) ... - 17,000
OB et e e et et a sttt ee e e e s et e e e 7.315 6,4?3
Total current BabiliHes ........ooovv oo e eee e era s 285,827 248,8‘!!2
Deferred income taxes and other liabilities (Note F}.......oooviioveiieeecee e, 12,911 11,6&10
Contingent liabilities and commitments (Note 1} ..., - i_

Stockholders' equity {Note J}:

Preferred stock—authorized 1,000,000 shares; none outstanding - L
Common stock—par value of $.10 a share;
authorized, 250,000,000 shares;
issued 57,100,286 shares at July 31, 2006
and 56,933,483 shares at July 31, 2005........cccceviiieeiiiiie e 5,710 5,693
Additional paidiin capital ....... ... 86,538 82,652
RetAINEd BOFNINGS....cccviierieiiieieeccieeiteee et e et e et eetas b e ensere s etbeeaes s 677,577 515,877
Less restricted stock plan........cccooiiieiiiiiiie e - 747
Accumulated other comprehensive income ... 1,772 943
i
Less treasury shares of 1,401,200 in 2006 and 256,000 in 2005, ot cost ... 58,493 7,031
Total stockholders’ equity..........cccoiieriiieiiieiici e 713,104 5‘,?7,387l
TO Al e ettt ————————aaartta———attaane et $ 1,011,842 § 857,879,

See notes to consolidated financial statements.
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Consolidated Statements of Income for the Years Ended July 31, 2006, 2005 and 2004

{amounts in thousands except per share data)

2006 2005 2004
Net sales S 3,066,276 § 2,558,351 § 2,187.739
Cost of products sold 2,620,506 2,218,585 1,887,202
Gross profit 445,770 139,766 300,537
Selling, general and administrative expenses 183,926 152,499 137,661
Amortization of intangibles 949 967 799
Gain on sale of equity securities - - 1,802
Interest income 2,020 3,155 1,789
Interest expense {1,248) (580) {156)
Other income 1,756 4,735 2,708
Income before income taxes 270,423 193,610 168,220
Income taxes (Note F) 97,959 71,843 62,135
Net income S 172,464 § 121,767  $ 106,085
Earnings per common share (Note A}
Basic $ 305 § 215 § 1.85
Diluted $ 303 § 213§ 1.84

See notes to consolidated financial statements.
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Consolidated Statements of Stockholders’ Equity and Comprehensive Income for the Years Ended July 31, 2006, 2005 and {2004
{amounts in thousands except share and per share data)

Treasury Stock Common Stock  Additional  Restricted Accumulated Other Compre-
Paid-In Stock Comprehensive  Retained  hensive
Shares Amount Shares Amount Capital Plan Income [loss)]  Earnings  Income
July 31, 2003 - - 57195290 § 5,720 5 78,765 5 (1,169) § {141] § 331,648
Net income - - - - - -~ - 106,085 5106,085
Shares purchased 288,000  (7,078) - - - - - - -
Shares retired {288,000) 7,078  (288,000) {29) (403) - - (6,647) -
Stock option activity - - 27370 23 2,348 - - - ~
Restricted stock octivity - - 11,500 1 309 {310) - - -
Cash dividends - 5.09
per common share - - - - - - - {5152} -
Unrealized appreciation
on investments - - - - - - {358) - [358)
Foreign currency
translafion adjustment - - - - - - 563 - 563
Compensation expense - - - - - 351 - - -
duly 31, 2004 - - 57,146,160 5,715 81,019 {1,128 64 425,934 §5106,290
Net income - - - - - - -7 $12,767
Shares purchased 579,200 (15,521 - - - - - - -
Shares retired (323,200) 8,490 (323,200 (32 {458) - - {8,000 -
Stock option activity - - 110,636 10 2,094 - - - -
Restricted stock octivity - - {13} - [3) 3 - - -
Cash dividends - §.42
per comman share - - - - - - - {23,824) -
Foreign currency
translation adjustment - - - - - - 879 - 87¢
Compensation expense - - - - - 378 - - -
July 31, 2005 256,000 § {7031) 56,933,483 § 5,693 82,652 {747) 243 515,877  §122,646
p—
Net income - - - - - - — 172464 $172,464
Shares purchased 1,145,200  {51,442) - - - - - - -
Stock option activity - - 171,003 17 3,33 - - - -
Restricted stock activity - - (4,200) - 19 42 - - -
Cash dividends - 5.19
per common share - - - - - - - {10,744) -
Adoption of 123R - - - - [494) 494 - - -
Foreign currency
translafion adjustment - - - - - - g29 - 829
Compensafion expense - - - - 858 m - -
July 31, 2006 1,401,200 $(58,493) 57,000,286 $ 5,710 $ 86,538 $ - S 1772 § 677577 51731293

See notes to consolidated financial statements.
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Consolidated Statements of Cash Flows for the Years Ended July 31, 2006, 2005 and 2004

{amounts in thousands)

2006 2005 2004

Cash flows from operating activities:
Net INCOME.........ovviiiieeeii ittt e $ 172,464 $ 121,767 $ 106,085

Adjustments to reconcile net income
to net cash provided by operating activities:

Depreciahion.........ccoiiiiiirininnn e 13,097 @,808 7,656
Amortization of intangibles................. 949 967 799
Deferred income 1aXes ........ccovviveeeeeneeeiveenneioneeiaans {4,094) 6,831 101
(Gain) on sale of equity securities.........cocccoeeieeeniee. - - {1,802)
(Gain) loss on disposition of property,

plant and equipment.........ccoovvrieeiniiiiie 5 {2,164) {200])
Loss on sale of trading investments................ccoeeen. 439 1,349 1,298
Unrealized [gain) loss on trading investments........... 10 (233) o8
Stock based compensation ... 1,069 - -

Changes in assets and liabilities,
net of effects from acquisitions and divestments:

Purchase of trading investments .............ccoeoriiiin (255,491} (221,223) (122,909}
Proceeds from sale of trading investments...................... 232,024 237,914 102,688
Accounts receivable ..........oviieviiiiiiee e (50,602) (6,151) (22,107)
VBAEOTIES ¢ eeeeeeeeeeeie s eesreeeneeeeetaartrbne s s s eeeennecmnneaannnss (25,321) {5,860) (23,946)
Deferred taxes and other .cccoovveevvieiiiieen e (2,120} (1,145) 3,262
Accounts payable ... 12,708 (9,354) 9,145
Accrued abiliies........eeeriiieeriiiiiri e 40,464 (1,624) 20,924
011 1Y ST PSP P PO 1,658 441 2,124
Net cash provided by operating activities.......................... 137,259 131,343 83,216
Cash flows from investing activities:
Purchases of property, plant and equipment................... {30,166) (47,670) (26,940)
Proceeds from disposition of property

plant and equipment ... 263 3,054 292
Acquisitions - net of cash acquired ... — {38,113) (29,619}
Net cash [used in) investing achivities .............ccccoeivieeinnnns {29,903) {82,729) (56,267)
Cash flows from financing activities:
Cash dividends ......ooveeieeeeeeeeee et (27,764) (6,824) {5,152)
Purchase of common stock held as treasury shares......... {51,462) (7,031) (7,078)
Purchase of common stock for retirement ..........c..ccc.onoee - (8,490) -
Retirement of acquired debt ... - {1,001) (12,973)
Proceeds fram issuance of common stock ..ccoceeeeriiinnnneee 3,581 1,329 1,687
Net cash {used in} financing activities ..............cccoovveeeennnn. {75,645) {22,017) (23,516)
Effect of exchange rate changes on cash......c......ccieies 829 879 563
Net increase in cash ond cash equivalents...................... 32,540 27,476 3,996
Cash ond cash equivalents, beginning of year................ 163,596 136,120 132,124
Cash and cash equivalents, end of year.............c.......ce. $ 196,134 $ 163,596 S 136,120
Supplemental cash flow information:
Income taxes Paid.........ccociiiiiiiinniirr e $ 82,817 $ 76,665 $ 62,431
Interest Paid ........ccceeeiieeiiee e S 1,248 S 580 S 156
Non-cash transactions:
Issuance of restricted stock ...ccccooovieniiveeiicci . $ - 5 - $ 310
Retirement of treasury shares..........ccooocis S - S 8,490 S 7,078
Dividends payable ..o $ - 95 17,000 $ -
Deferred HaXes.......vvuverrrennnrnee e iiaes s s e enas S - S 775 5 -
Capital expenditures in accounts payable ...................... $ 842 § - $ -
Cancellation of restricted stock .....ccveeeeiiiciiiiiiiinniiinenn. $ 42 5 - 5 -

See notes to consolidated financial statements.
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Notes to the Consolidated Financial Statements
Years Ended July 31, 2006, 2005 and 2004

(All amounts presented in thousands except share and per share data)
A. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Principles of Consolidation - The accompanying consolidated financial statements include the accounts of Thor
Industries, Inc. and its wholly-owned domestic and foreign subsidiaries {collectively, the "Company”). All inter-
company balances and transactions are eliminated upon consolidation.

Cash and Cash Equivalents - Interest-bearing deposits and other investments with maturities of three months|or
less when purchased are considered cash equivalents. Cash, cash equivalents and short term investments! of
$238,097 are held by three financial institutions. The remaining $26,276 is held at various other financial insfi-
tutions.

Investments - Short term investments, which are principally investment grade securities composed of assetbased
notes, mortgage-backed notes, auction rate securities, and corporate bonds, are generally bought and held for
sale in the near term and are classified as trading securities. Trading securities are carried at fair market value.
Realized and unrealized gains and losses on trading securities are included in earnings. Dividend and interest
income are recognized when earned.

Fair Value of Financial Investments - the carrying amount of cash equivalents, investments, accounts receivub!e,
and accounts payable approximate fair value because of the relatively short maturity of these financial instruments.

Inventories - Inventories are stated at the lower of cost or market, determined principally by the lastin, first-gut
{UFO) basis.

Depreciation - Property, ﬁﬂcnt and equipment is recorded at cost and depreciated using the straightline method
over the estimated usetul lives of the assets as follows:

Buildings and improvements - 10 to 39 years
Machinery and equipment - 3 to 10 years

Other Assets - Other assets consist of goodwill, trademarks, and non-compete u?reemem‘s. Non-compete agree
ments are amortized using the straightline method over 5 to 10 years. Goodwill and trademarks are not amor-
tized but are tested at least annually for impairment. Trademarks are not amortized because they have indefinite
useful lives.

Long-fived Assets - Longlived assets and identifiable intangibles that are amortized are reviewed for impairment
annually or whenever events or changes in circumstances indicate that the carrying amount of an asset may nét
be recoverable from future cash flows. If the carrying value of a longlived asset is impaired, an impairment charge
is recorded for the amount by which the carrying value of the longlived asset exceeds its fair value.

Product Warranties - Estimated warranty costs are provided at the time of sale of the warranted products.
Warranty reserves are reviewed and adjusted as necessary on a quarterly basis.

Allowance for Doubtful Accounts - A summary of bad debt activity is as follows:

Year Ended Year Ended Year Ended

July 31, 2006 July 31, 2005 July 31, 2004

Beginning Balance S 506 S 558 S 625.
Charged to expense 98 76 {45)
Write-offs net of recoveries/payments (499) (128) (38}
Acquisitions - — ]é
Ending Balance $ 105 $ 506 $ 558
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Revenue Recognition - Revenues from the sale of recreation vehicles and buses are recognized when title passes,
which is when shipped to dealers, disiributors, or contract buyers in accordance with shipping terms, which are
FOB shipping point.

Revenue from the sale of recreation vehicles and buses are recorded when all of the following conditions have been
met:

1) An order for a product has been received from a dealer;

2) Written or oral approval for payment has been received from the dealer’s Hooring institution;

3) A common carrier signs the delivery ticket accepting responsibility for the product as agent for the dedler; and
4) The product is removed from the Company's property for delivery to the dedler who placed the order.

Certain shipments are sold to customers under cash on delivery ("COD") terms. The Company recognizes revenue
on COD sales upon payment. Most sales are made by dealers financing their purchases under flooring arrange-
ments with banks or finance companies. Produdts are not sold on consignment, dealers do not have the right to
refurn products, and dealers are typically responsible for interest costs to floorplan lenders. On average, the
Company receives payments from floorplan lenders on products sold to dedlers within 15 days of the invoice date.

Dealer Volume Rebates and Sales Incentives - Estimated costs related to dealer volume rebates and sales incen-
tives are accrued as a reduction of revenue at the latter of the fime products are sold or the date the rebate or
incentive is offered.

Estimates - The preparation of financial statements in conformity with accounting principles generally accepted in
the U.S. (“GAAP”) requires management to make estimates and assumpfions that affect the reported amounts of
assets and liabilities at the date of the financial statements and the reported amount of revenues and expenses dur-
ing the reporting period. Actual results could differ from those estimates.

Foreign Currency - Assets and liabilities of the Company’s Canadian operations reported in the consolidated bal-
ance sheets have been franslated at current exchange rates. Revenues and expenses reported in the consolidated
statements of income have been translated at the average exchange rate for the year. Translation adjustments have
been included in accumulated other comprehensive income. Transaction gains and losses are not significant.

Stock Split - The Company declared a two-for-one common stock split in the second quarter of 2004 that was dis-
tributed to shareholders of record as of January 5, 2004. All share and per share amounts have been retroactively
adjusted for the effect of the common stock splits.

Stock Options - Effective August 1, 2005, we adotped Statement of Financial Accounting Standard ("SFAS”) No.
123R, Share Based Payment, using the modified prospective transition method. Under the modified prospeciive
method, awards that are granted, modified or settle after the date of the adoption are measured and accounted
for in accordance with SFAS 123R. SFAS 123R establishes a fair-value method of accounting for employee stock
opfions. The Company uses the Black-Scholes opfion pricing model to estimate the grant date fair valve of its
option gronts. The fair value, and related compensation costs are recognized over the option vesting period which
is 3 to 4 years.

Earnings Per Share - Basic earnings per common share (“EPS”} is computed by dividing netincome by the weight-
ed average number of common shares outstanding. Diluted EPS is computed by dividing net income by the weight-
ed average number of common shares outstanding assuming dilution. The difference between basic EPS and dilut-
ed EPS is the result of outstanding stock options and restricted stock.

2006 2005 2004

Weighted average shares outstanding for
basic earnings per share 56,502,865 56,726,200 57,224,404
Stock options and restricted stock 394,174 381,363 365,790
Weighted average shares outstanding assuming dilution 56,897,039 57107,563 57,590,194

The following table illustrates the pro forma effect on net income and income per share for fiscal 2005 and fiscal
2004 assuming the Company had opFIied the fair value recognition provisions of Statement 123R to all EreviousF
ly granted share-based awards. The tair value of each opfion grant is estimated at the grant date using the Black-

38




TGS T
Scholes option pricing model based on the assumplions listed in Foomote J.
2005 2004

Net income asreported ..................... S 121,767 $ 106,085
Dedudt: Total stock-based employee compensation
expense determined under fair value
method for all awards, net of related tax effects. ... {1,161} (884)
Proforma . ......... . $ 120,606 S 105,201
Earnings per common share - basic

Asreported .. ....... ... ... ... ... ... S 215 S 1.85

Proforma............ ... ... ... ... ... $ 213 $ 1.84
Earnings per common share - diluted

Asreported .. .......... . ... ... ... S 213 S 1.84

Proforma. . ... . e S 2.1 S 1.83

The impact of applying the provisions of Statement 123R during fiscal 2006 was as follows:

Net income, asreported .. ................... 5 172,464
The share-based employee compensation cost included in net income as reported 858
Pro FormaNetincome . .................... $ 173,322
Earnings per common share - basic
Asreported .. ........ ... ... . ... $ 3.05
Proforma. ... ... ... . $ 3.07
Earnings per common share - diluted
Asreported . ... ... .. ... . S 3.03
Proforma. ....... ... ... i $ 3.05

The implementation of Statement 123R did not have any impact on our fiscal 2006 cash flow from operafing and
financing activities.

Accounting Pronouncements - In June 2006, the FASB issued FIN No. 48, Accounting for Uncertainty in Income
Taxes - an interpretation of FASB Statement No. 109, which clarifies the accounting for uncertainty in income
taxes recognizecr in an enterprise’s financial statements in accordance with FASB Statement No. 109, Accounting
for Income Taxes. The interpretation prescribes a recognition threshold and measurement attribute for the finan-
cial statement recognition and measurement of a tax position taken or expected to be taken in a tax return. FII\"J
No. 48 requires recognition of tax benefits that satisfy a greater than 50% probability threshold. FIN No. 48 also
provides guidance on derecognition, classification, interest and penalties, accounting in interim periods, disclo}
sure, and transition. FIN No. 48 is effective for us beginning August 1, 2007. We are assessing the potential impact
that the adoption of FIN No. 48 will have on our Financio? statements,

B. ACQUISITIONS

On May 27, 2005, we completed our acquisition of the Goshen Coach Division of Veritrans Specialty Vehicles Inc
pursuant to on asset purchase agreement dated May 26, 2005 for cash of $10,083. The fair value of assets
acquired and liabilities assumed was $10,354 and 5271, respectively.

On November 1, 2004, we completed our acquisition of the stock of DS Corp. dba CrossRoads RV, an Indiana
corporation, pursuant to an Agreement and Plan of Merger ({the “Merger Agreement”), dated as of October 28,
2004, by and among our company, Thor Acquisifion Corp., a Delaware corporation and a wholly-owned sub-
sidiary of our company ("Acquisition Subsidiary”), CrossRoads and the security holders of CrossRoads.
CrossRoads is engaged in the business of manufacturing towable recreation vehicles. Under the terms of the
Merger Agreement, Acquisition Subsidiary merged with and into CrossRoads, and CrossRoads confinued as the
surviving corporation (the “Merger”). In addition, as port of the Merger, certain members of managagement of
CrossRoads entered into non-competifion agreements with our company.
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The purchase price paid by us for the acquisition of the stock of CrossRoads was $28,030, which was payable in
cash and was fund’;.d from our cash on hand. The fair value of assets acquired and liabilities assumed was
$32,958, and $4,928 respectively. The purchase price allocation includes $1,176 of noncompete agreements,
which willl be amortized over two to seven years, $20,485 of goodwill and $794 for irademarks that are not sub-
ject to amortization.

On September 2, 2003, Thor acquired 100% of the common stock of Damon Cerporation. Damen is engaged in
the business of manufacuring Class A motorhomes and park models. The cash price of the acquisifion was
$29,619 which was paid from internal funds. immediately af’t)er the closing, the Company paid off a $12,973 bank
debt assumed in connection with the acquisition.

C. GOODWILL AND OTHER INTANGIBLE ASSETS

Statement of Financial Accounting Standards (SFAS} No. 142, “Goodwill and Other Intangible Assets”, requires
goodwill to be tested for impairment at least annually and more frequently if an event occurs which indicates the
goodwill may be impaired. On an annual basis, we test goodwill for impairment as of April 30.

The components of other intangibles are as follows:

July 31, 2006 July 31, 2005
Accumulated Accumulated
Cost Amortization Cost Amortization

Amortizable Intangible Assets-
Non-compete agreements $15,889 $13,048 $15,889 $12,099

Aggregate amortization expense for non<ompete agreements for the years ended, July 31, 2006, 2005 and
2004 were $949, $967, and $799, respectively. Non-compete agreements are amortized on a straightline basis.
The weighted average remaining ammortization period ot July 31, 2006 is 3.8 years.

Estimated Amorfization Expense:

For the year ending July 2007 $ 887
For the year ending July 2008 $ 828
For the year ending July 2009 S 492
For the year ending July 2010 $ 337
For the year ending July 2011 $ 239

There was no change in the carrying value of goodwill and trademarks for the twelve month period ended
July 31, 2006.

As of July 31, 2006 goodwill and trademarks by segment totaled as follows:

Recreation Vehicles Goodwill Trademark
Towables S 143,795 5 10,237
Motorized 17,252 2,600

Buses 4,616 1,063

Tota) 5 165,663 S 13,900

edness, and requires the Company to maintain certain financial ratios. The Company intends to renew the unsecured revolv-
ing line of credit prior to expiration.




D. INVENTORIES

Maijor classifications of inventories are: As of July 31,

2006 2005
Finished produdts . ........ ... .. ... .. i S 12894 § 14,196
Work in Proess . ... ..ot e 51,208 55, 4]13
Rawmaterials. . ... .. ... .. . 104,352 78, 493
Chassis .. ... . 39,772 29 506
Subtotal . ..o 208,226 ]77,60§
Less excess of FIFO costsover UIFO costs ... .. .................. 21,135 15,838
Total inventories . . ... ... S 187.0M S 161,770

E. LINE OF CREDIT
The Company has a $30,000 unsecured revolving line of credit which bears interest at prime less 2.15% {6.1% at July 3]
2006} and expires on November 30, 2006. There was no outstanding balance at July 31, 2006 and July 31, 2005. The lod
agreement exeasted in connection with the line of credit contains certain covenants, including restrictions on addnhonol mdebi
edness, and requires the Company to maintain certain financial rafios. The Company intends to renew the unsecured revoly-
ing line of credit prior to expiration.

F. INCOME TAXES

-~

3

Years ended July 31,

2006 2005 2004
Income taxes:

Federal .........oooirciiien e, S 86,717 $ 56,375 $ 50,673
State and local ...t 14,206 7.840 10,503
FOreign ...eviiiiiiiiii e 1,129 797 858
Total CUPFENt ... e 102,052 45,012 62,034
Total deferred ......eooeviiiiiee e (4,093) 6,831 101
INCOME BIXES coeeeeee oo, S 97959 $ 71,843 $ 62,135

The differences between income taxes at the federal statutory rate and the actual income taxes are as follows:

Years ended July 31,

2004 2005 2004
Provision at statutory rates .........cc..ococveceeeiiineccecninenn, S 94,648 S 67,764 S 58,876
State and local income taxes, net of federal tax benefit 9,245 5,678 6,735
Extraterritorial income benefit .............ccocvveveeiiieennn. (1,013} {1,221) (867)
Credits and incentives ..............coooviviieeeeeeeeeeeee {233) (490} (1,181)
OHREr ottt (4,688) 112 (1,428)
INCOME PAXES ..ovviiiveiiieeene e eeei e eeeeecee s e e eeee e e e e e e S 97959 S5 71,843 $ 62,135

Income before income taxes includes foreign income of $2,962 in fiscal 2006, $2,101 in fiscal 2005, and $2,192 in
fiscal 2004.
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Jly 31, July 31,

2006 2005
A summary of deferred income taxes is:
Current deferred tax asset (liability):
INVENTOTY BASIS . .ovoeeeeeeiiasiiiieiee e S {1,076) S (931)
Employee benefits .........oooeiiiimioocir s 2,110 801
S i S UIONCE oot eeeieetieeeeeaees st st eeenrerrpema s a e et s ee e e e e e e e nnnenaabaaes {518) (1,645)
PrOdUCE WOITANEIES . oo oo e eeeeeeeeseteeesaeessssessssstsussnnasamasammneeemnetumisasstsinnasesrnnannans 3,377 3,059
(0] (1] SRUTT RO OO SO 1,005 (22)
Total current deferred tax asset
included in deferred income taxes and other.............ccooviiiiiniiciiiircie 4,898 1,262
Long-term deferred tax asset {liability):
PrOPErty BaSIS .oovoeiiicrisiiisime oot s (2,211} (2,754)
IV S IS« v v et evvnssevnnseseassrnsaasnnaaassssm e eeemneeeannan it senrsseraunsss et bbbesssasssssnnanssss 162 686
Deferred cOMPENSQHON.....c... oottt 3,859 3,179
IEQAGIBEES 1. v veeeeeeecre et b e {3,547) {3,696)
(0111 SUTRTT TR S U U O ROT PP UUSTOPPRR O (1,840) (1,450)
Tota! net long-term deferred tox liability
included in deferred income taxes and other liahilites .............ccoooiiiiinnes {3,577) (4,035)
Net deferred tax asset (liability} ............ccooeeriioin e $ 1,321 S {2,773)
G. LEASES

The Company has operating leases principally for land, buildings and equipment. Future minimum rental pay-
ments required under these operating leases are $13,094, which includes the following amount due in each of the
next five fiscal years ending July 31: $4,021 in fiscal 2007; $3,480 in fiscal 2008; $2,109 in fiscal 2009; 51,742
in fiscal 2010; $867 in fiscal 2011 and $875 thereafter. Rent expense was $4,956 in fiscal 2006, 54,918 in fis-
cal 2005 and $6,172 in fiscal 2004.

H. EMPLOYEE BENEFIT PLANS

Substantially all nonhighly compensated employees can participate in a 401(k) plan. Company confributions are
at the discretion of the Company’s board of directors. Total expense for the plan was $644 in fiscal 2006, $630
in fiscal 2005, and $645 in fiscal 2004.

The Company has established a deferred compensation plan for executives who do not participate in a 401 (k)
plan. This plan allows executives to defer a portion of their compensation and 1o direct the Company to invest the
funds in mutual fund investments held by the Company. Participant benefits are limited to the value of the invest-
ments held on their behalf. Invesiments held by the Company are accounted for as trading securities and the obli-
gation to the participants is reported as a liability. No income or loss is recorded through the Consolidated
Stotements of Income. The Company does not make contributions to the plan. The balance of investments held in
this plan was $7,542 at July 31, 2006 and $5,907 ot July 31, 2005.

I. CONTINGENT UABILITIES AND COMMITMENTS

It is customary practice for companies in the recreation vehicle industry to enter into repurchase agreements with
financing insfitutions to provide financing to their dealers. Generally, these agreements provide for the repurchase
of products from the financing institution in the event of a dealer’s default.




Our principal commercial commitments at July 31, 2006 are summarized in the following chart:

Total Term of
Commitment Amount Commitment Guarantee
Guarantee on dealer financing S 2,574 less than 1 year
Standby repurchase obligafion on dealer financing $ 813,795 less than 1 year

The risk of loss under these agreements is spread over numerous dedlers and further reduced by the resale value
of the units which the company would be required to repurchase. Losses under these agreements have not been
significant in the periods presented in the consolidated financial statements, and management believes that ahy
future losses under these agreements will not have a significant effect on the Company’s consolidated financial
position or results of operations.

The Company records repurchase and guarantee reserves based on prior experience and known current events.
The combined repurchase and recourse reserve balances are approximately $1,563 as of July 31, 2006 and

$1,368 as of July 31, 2005.

Fiscal 2006 Fiscal 2005 Fiscal 2004
Cost of units repurchased $ 4,878 S 1,220 S 3,775
Realization of units resold 4,230 9,355 3,133
Losses due to repurchase S 648 $ 1,865 S 642

The Company obtains certain vehide chassis from automobile manufadurers under converter pool agreements. These
agreements generally provide that the manufacturer will supply chassis at the Company’s various production facilities
under the terms and conditions set forth in the agreement. The manufacturer does not transfer the certificate of origin
to the Company and, accordingly, the Company accounts for the chassis as consigned, unrecorded inventory. Chassis
are typically converted and delivered to customers within 90 days of delivery. If the chassis is not converted within ¢
days of delivery to the Company, the Company purchases the chassis and records the inventory. At July 31, 2006 an
July 31, 2005, chassis on hand accounted for as consigned, unrecorded inventory was approximately $24,970 an
and $22,285 respectively.

The Company is involved in various litigation generadlly incidental to normal operations.

J. STOCKHOLDERS' EQUITY

The Company purchased 1,145,200 shares of Thor’s common stock in fiscal 2006 at an average cost of $44.94
per share. |n fiscal 2005 the Company purchased and retired 323,200 shares of Thor's common stock at an aver-
age cost of $26.27 per share. This retirement resulted in a reduction of $8,490 in Treasury Stock, $32 in Common
Stock, $458 in Additional PaidIn Capital and $8,000 in Retained Earnings in fiscal 2005, In addition, the
Company purchased 256,000 shares of Thor Common Stock in fiscal 2005 at a cost of $7,031 and an average
cost of $27.46 per share to be held as Treasury shares.

In the fourth quarter of fiscal 2005 the Company declared a special 25¢ dividend as well as the regular dividend
which was raised from 3¢ to 5¢ to be paid in the first quarter of fiscal 2006. These dividends have been accrued
for on the Consolidated Balance Sheet in the line item captioned “dividends payable”.

Effective August 1, 2005, we adopted Statement of Financial Accounting Standard {“SFAS”) No. 123R, Share
Based Payment, using the modified prospective transition method. Under the modified prospective method, awards

that are granted, modified or settled after the date of the adoption are measured and accounted for in accordance
with SFAS 123R.

Stock Options - The Company’s Board of Directors approved the 1999 Stock Option Plan. 2,000,000 shares were
authorized under the Plan. Options expire 10 years from the date of grant and are vested evenly over 3 to 4 years
from the date of grant.
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A summary of option activity under the 1999 Stock Option Plan is as follows:

2006 2005 2004

Weighted- Weighted- Weighted-
Average Average Average
Shares Exercise Price  Shares  Exercise Price  Shares  Exercise Price

Outstanding at beginning of year 704,041 § 19.63 792,344 $ 18.07 658,714 $ 9.26

Exercised {171,003) 14.47 {110,634) 11.79 (227,370) 7.42
Canceled - - {12,647) - {16,000) -
Granted - — 35,000 30.51 377,000 27.12
Outstanding at end of year 533,038 § 21.2¢9 704,041 S 19.63 792,344 $ 18.07
Exercisable ot year-end 382,843 § 18.79 426,375 5 14.48 303,343 5 2N

The weighted average fair value of options granted was $12.31 and $11.10 in fiscal 2005 and fiscal 2004,
respectively as calculated by the Black-Scholes method. The weighted average-remaining confractual life for
opfions outstanding and exercisable at July 31, 2006, was 6.9 yeors and 6.6 years respectively. The aggregate
intrinsic value of options outstanding and excercisable at July 31, 2006 was $11,486 and $9,209 respectively.
There are 666,003 shares available for grant under the 1999 plan.

The assumptions used in determining the fair value of options granted during fiscal 2005 and 2004 is as follows:

2005 2004
Expected volatility 38% 38%
Expected life of grant 6 years 6 years
Risk free interest rate 3.90% 3.29%
Expected dividend rate 30% 26%

The fair value of each option award is estimated on the date of grant using the Black-Scholes option-pricing model.
Assumptions ufilized in the model are evaluated when awards are granted. Forfeiture assumptions are revised as
necessary fo reflect experience. The fair value of the stock options is based upon the market price of the underly-
ing common stock as of the date of the grant, reduced by the present value of estimated future dividends, and risk-
free interest rates. The risk-free rate for periods within the coniractual life of the option is based on the U.S. treas-
ury security rate estimated for the expeded life of the options at the date of grant. Expected volatilities are based
on the historical volatility of our stock. The expected term of the options represents the period of time that opfions
granted are outstanding and is esfimated using historical exercise and termination behavior.

The amount expensed in the current period under SFAS No. 123R is consistent with prior proforma disclosures
under SFAS 123.

For fiscal year 2006, the Company recorded expense of $858 for stock option awards. At July 31, 2006, there
was $494 of total unrecognized compensation costs related to stock options that is expected to be recognized over
a weighted average period of 1.0 years.

Cash received from stock option exercises for the 6ecr ended Ju7|7 31, 2006 was $2,474. The total intrinsic value
of stock opfions exercised in 2006, 2005 and 2004 was $5,417, $2,518 and $5,025, respectively.

Exercises of opfions are satisfied with the issuance of new shares from authorized shares.

Stock Awards - The Company has a stock award plan which allows for the ﬁrcntinghof cuijp to FéOO,OOO jhﬁrel: cI>F
owing the date ol issue and the bal-

restricted stock to selected executives. Reslrictions expire 50% after 5 years fo
ance after six years.




A summary of stock award activity under this Plan for the year ended July 31, 2006 is as follows:

Weighted
Average Grant
Shares Date Fair Value

Nonvested, August 1, 2005 115,700 $12.93
Granted - -
Vested 16,800 577
Forfeited 4,200 9.98
Nonvested, July 31, 2006 94,700 514.33

For the fiscal year 2006, the Company recorded expense of $211 for restricted stock awards. At July 31, 2006,
there was 543’5 of total unrecognized compensation costs related to restricted stock awards that is expeded to be
recognized over a weighted average period of 2.4 years.

The tota! fair volue of restricted shares vested during fiscal year 2006 was $604,398,013 shares are available
grant under the restricted stock plan.

K. JOINT VENTURES

In March 1996, the Company and Cruise America, Inc., an unrelated third party, formed a joint venture, CAT Joirllnt
Venture LLC ("CAT”), to make short-term rentals of motorized recreation vehidles to the public. As of July 31, 2006
we were contingently liable for repurchase obligations of CAT inventory in the amount of approximately $9,500.
Any losses related to these obligations would be shared equally by the Company ond Cruise America. The
Company’s total investment is $1,170.

In March 1994, the Company and a financial services company formed a joint venture, Thor Credit Corporation
(TCC), to finance the sales of recreation vehicles to consumer buyers. Historically, the majority of these financin
arrangements were provided to consumers buying recrection vehicles manufactured by unrelated parties. The
Company’s total investment is $1,567.

These investments are 50% owned and are accounted for using the equity method. The Company’s share of the
combined earnings {loss) for these investments was $(63), $640 and $446, in fiscal 2006, 2005 and 2004 reSpec-{
tively, and is included in the other income caption of the Consolidated Statements of Income. Additionally, TCC
pays the Company a referral fee based upon the amount of loans generated from Thor dealerships. The Compan |
recognized referral income of $1,564, $1,859 and $1,921 in fiscal 2006, 2005 and 2004 respectively, which is
included in the other income caption of the Consolidated Statements of Income.

During fiscal 2006, our Four Winds subsidiary had sales to Cruise America of $32,277 and Cruise America had
sales to CAT of $6,657. During fiscal 2005, our Four Winds subsidiary had sales to Cruise America of $57,979
and Cruise America had sales to CAT of $9,521. During fiscal 2004, our Four Winds subsidiary had sdles to
Cruise America of $48,963 and Cruise America had sales to CAT of $6,299.

L. BUSINESS SEGMENTS

The Company has three reportable segments: 1.} towable recreafion vehicles, 2.} motorized recreation vehicles,
and 3.) buses. The towable recreation vehicle segment consists of product lines from the following operafing com-
panies that have been aggregated: Airsiream, Breckenridge, CrossRoads, Dutchmen, General Coach Hensall &
Oliver, Keystone, Komfort, and Thor California. The motorized recreation vehicle segment consists of product fines
from the following operating companies that have been aggregated: Airsiream, Damon, Four Winds and Oliver.
The bus segment consists of the following operating companies that have been aggregated: Champion Bus,
ElDorado California, ElDorado Kansas and Goshen Coach.

Manutacturing and sales are conducted in the United States and, to a much lesser extent, in Canada. Identifiable
assets are those assets used in the operation of each reportable segment. Corporate assets primarily consist of cash
and cash equivalents, deferred income tax assets, the cash value of Company-owned life insurance and various
investments.
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Net sales:
Recreation vehicles
Towables
Motorized
Total Recreation Vehicles
Buses
Total
Income before income toxes:
Recreation vehicles
Towables
Motorized
Total recreation vehicles
Buses
Corporate
Total
Identifiable assets:
Recreation vehicles
Towables
Motorized
Total recreation vehicles
Buses
Corporate
Total

Depreciation and amortization expense:

Recreation vehicles
Towables
Motorized
Total recreation vehicles
Buses
Corporate
Total
Capital expenditures:
Recreation vehicles
Towables
Motorized
Total recreation vehicles
Buses
Corporate
Total

2006 2005 2004
$ 2,173,483 $ 1,742,318 $1,433,997
577,025 566,138 539,010
2,750,508 2,308,456 1,973,007
315,768 249,895 214,732

S 3,066,276 $ 2,558,351 $ 2,187,739
$ 242,904 $ 168,574 $ 144,908
27,404 24,607 28,064
270,308 193,181 172,972
9,356 7,492 9,577
(9,241) {7,063} (14,329)

3 270,423 $ 193,610 § 168,220
5 490,441 $ 384,292 $ 324,041
150,058 126,045 123,607
640,499 510,337 447,648
103,841 96,942 65,055
267,482 250,600 249,884

§ 1,011,842 S 857,879 S 762,587
$ 8,012 S 6,505 $ 4,976
4,365 2,672 2,203
12,377 9177 7179
1,629 1,556 1,238

40 42 38

$ 14,046 $ 10775 [3 8,455
5 23,575 $ 32,37 $ 17673
2,955 14,562 2,815
26,530 46,933 20,488
4,395 483 6,430

83 54 22

5 31,008 § 47,670 § 26940




M. WARRANTY

Thor provides customers of our product with a warranty covering defects in material or workmanship for periods
erally ranging from one to two years, with longer warranties of up to five years on certain structural components.

gen-
We

record a liability based on our best estimate of the amounts necessary to settle future and existing claims on procluds
sold as of the balance sheet date. Factors we use in estimating the warranty liability include a history of units sold,
existing dealer inventory, average cost incurred and a profile of the distribution of warranty expenditures over the \J»var
ranty period. A significant increase in dealer shop rates, the cost of parts or the frequency of claims could have @ mcﬂe~
rial adverse impact on our operating results for the period or periods in which such claims or additional costs materi-

alize. Management believes that the warranty reserves are adequate. However, actuol claims incurred could differ

om

. .. . . . |
estimates, requiring adjustments to the reserves. Warranty reserves are reviewed and adjusted as necessary on a quar-

terly basis.
Year Ended Year Ended Year Ended
July 31, 2006 July 31, 2005 July 31, 2004
Beginning Balance $ 55118 $ 45,829 $ 35,115
Provision 63,137 60,084 53,030
Payments (58,460) {51,940) (46,041)
Acquisitions - 1,145 3,725
Ending Balance S 59,795 S 55,118 S 45,829

N. SUBSEQUENT EVENT

On September 15, 2006, Thor's Board of Directors approved a one fime sEecial dividend of $1 per share. This
dend of approxtmofely 355 700 will be paid on Odoger 10, 2006 to stockholders of record on September 27, 2

Exhibit 21.1

SUBSIDIARIES OF THE REGISTRANT

The subsidiaries of the Registrant, excluding
those which. considered in the aggregate as

a single subsidiary. would not constitute a
significant subsidiary as of July 31. 2006, are:

Airstream, Inc. (a Nevada corporation)

Citair, Inc. (@ Pennsyvivania corporation)

Citair, Inc. does business in Canada under the name “General Coach.™”
DS Corp. dba CrossRoads RV (an Indiana corporation)

Damon Corporation (a Delaware corporation)

Dutchmen Manufacturing, Inc. (a Delaware corporation)

Four Winds Intcrnational, Inc. fa Delaware corporation)

Thor California, Inc. {a Delaware corporation)

Komfort Corp. (a Delaware corporation)

Keystone RV Company (a Delaware corporation)

ElDorado National California, Inc. (@ California corporation)
ElDorado National Kansas, Inc. (a Kansas corporation)
Champion Bus, Inc. (a Delaware corporation)

General Coach America, Inc. (a Delaware corporation)

Goshen Coach, Inc. (a Delaware corporation)

Thor Tech, Inc. (a Nevada corporation)

T.H.O.R. Insurance Company Limited (a Bermuda corporation)
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Exhibit 31.1

CERTIFICATION OF THE CHIEF EXECUTIVE OFFICER PURSUANT TO
SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

1, Wade FB. Thompson, certify that:

2

-

I have reviewed this annual report on Form 10-K of Thor Industries, Inc.;

Based on my knowledge, this report does not contain any untrue statement of a material fact
or omit to state a material fact necessary to make the statemnents made, in light of the cir-
cumstances under which such statements were made, not misleading with respect to the
period covered by this report;

Based on my knowledge, the financial statements, and other financial information included
in this report, fairly present in all material respects the financial condition, results of opera-
tions and cash flows of the registrant as of, and for, the periods presented in this report;

The registrant’s other certifying officer(s) and I are responsible for establishing and main-
taining disclosure controls and procedures (as defined in Exchange Act Rules 13a-15(e) and
15d-15(¢)) and internal control aver financial reporting (as defined in Exchange Act Rules
13a-15(1) and 15d-15(f)) for the registrant and have:

a. Designed such disclosure controls and procedures, or caused such disclosure controls
and procedures to be designed under our supervision, to ensure that material information
relating to the registrant, including its consolidated subsidiaries, is made known to us by
others within those cntities, particularly during the period in which this report is being
preparcd;

b. Designed such internal controt over financial reporting, or caused such internal control

over financial reporting to be designed under our supervision, to provide reasonable

assurance regarding the reliability of financial reporting and the preparation of financial
statements for external purposes in accordance with gencrally accepted accounting prin-
ciples:

Evaluated the effectiveness of the registrant’s disclosure controls and procedures and

presented in this report our conclusions about the effectiveness of the disclosure controls

and procedures. as of the end of the period covered by this report based on such evalua-
tion; and

o

d. Disclosed in this report any change in the registrant’s internal control over financial
reporting that occurred during the registrant’s most recent fiscal quarter (the registrant’s
fourth fiscal guarter in the case of an annual report) that has materially affected, or is
reasonably likely to materially affect. the registrant’s internal control over financial
reporting; and

The registrant’s other certifying officer(s) and I have disclosed, based on our most recent

evaluation of internal control over financial reporting. to the registrant’s auditors and the

audit committee of the registrant’s board of directors (or persons performing the equivalent
functions):

a.  All significant deficiencies and material weaknesses in the design or operation of inter-
nal control over financial reporting which are reasonably likely to adversely affect the
registrant’s ability to record, process, summarize and report financial information; and

b. Any fraud, whether or not material, that involves management or other employees who
have a significant role in the registrant’s internal control over financial reporting.

Date: September 28, 2006 /S/ WADE F. B. THOMPSON

Wade F. B. Thompson
Chairman, President and Chief Executive Officer
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Exhibit 31.2

CERTIFICATION OF THE CHIEF FINANCIAL OFFICER PURSUANT TO
SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

I, Walter L. Bennett, certify that:
l.
2.

I have reviewed this annual report on Form 10-K of Thor Industries, Inc.;

Based on my knowledge. this report does not contain any untrue statement of & material fact
or omit to state a material fact necessary to make the statements madc, in light of the cir-
cumstances under which such statements were made, not misleading with respect to the
period covered by this report;

Based on my knowledge, the financial statements, and other finuncial information included
in this report, fairly present in all material respects the financial condition. results of opera-
tions and cash flows of the registrant as of, and for, the periods presented in this report;

The registrant’s other certifying officer(s) and I are responsible for establishing and main-
taining disclosure controls and procedures (as defined in Exchange Act Rules 13a-15(e) and
15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules
13a-15(f) and 15d-15(f)) for the registrant and have:

a. Designed such disclosure controls and procedures, or caused such disclosure controls
and procedures to be designed under our supervision, to ensure that material information
relating to the registrant, including its consolidated subsidiaries, is made known to us by
others within those entitics, particularly during the period in which this report is being
prepared;

b. Designed such internal control over financial reporting, or caused such internal control
over financial reporting to be designed under our supervision. to provide reasonable
assurance regarding the reliability of financial reporting and the preparation of financial
statemnents for external purposes in accordance with generally accepted accounting prin-
ciples;

c. Evaluated the effectiveness of the registrant’s disclosure controls and procedures and
presented in this report our conclusions about the effectiveness of the disclosure controls
and procedures, as of the end of the period covered by this report based on such evalua-
tion; and

d. Disclosed in this report any change in the registrant’s internal control over financial
reporting that occurred during the registrant’s most recent fiscal quarter (the registrant’s
tourth fiscal quarter in the case of an annual report) that has materially affected, or is
reasonably likely to materially affect, the registrant’s internal control over financial
reporting; and

The registrant’s other certifying officer(s) and I have disclosed, based on our most recent

evaluation of internal control over financial reporting, to the registrant’s auditors and the

audit committee of the registrant’s board of directors (or persons performing the equivalent
functions):

a. All significant deficiencies and material weaknesses in the design or operation of inter-
nal control over financial reporting which are rcasonably likely to adversely affect the
registrant’s ability to record. process, summarize and report financial information; and

b. Any fraud, whether or not material. that involves management or other cmployecs who
have a significant role in the registrant’s internal control over financial reporting.

Date: September 28, 2006 /S/ WALTER L. BENNETT

Walter L. Bennett
Chief Financial Officer
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Exhibit 32.1
SARBANES-OXLEY ACT SECTION 906 CERTIFICATION

In connection with this annual report on Form 10-K of Thor Industries, Inc. for the period ended
July 31, 2006. I, Wade F. B. Thompson, Chairman, President and Chief Executive Officer of
Thor Industries, Inc.. hereby certify pursuant to 18 U.S.C. § 1350, as adopted pursuant to § 906
of the Sarbanes-Oxley Act of 2002, that:

|. this Form 10-K for the period ended July 31,2006 fully complies with the requirements of
section 13(a) or 15(d) of the Securities Exchange Act of 1934, and

-]

the information contained in this Form 10-K for the period ended July 31, 2006 fairly pres-
ents, in all material respects, the financial condition and results of operations of Thor
Industries, Inc.

Date: September 28, 2006

/S/ WADE F. B. THOMPSON

Wade F. B. Thompson
Chairman, President and Chief Executive Officer
(principal executive officer)




Exhibit 32.2
SARBANES-OXLEY ACT SECTION 906 CERTIFICATION

In connection with this annual report on Form 10-K of Thor Industries, Inc. for the period ended
July 31, 2006, 1, Walter L. Bennett, Chief Financial Officer of Thor Industries, Inc., hereby cer-
tify pursuant to 18 US.C. § 1350, as adopted pursuant to § 906 of the Sarbanes-Oxley Act of
2002, that:

1. this Form 10-K for the period ended July 31, 2006 fully complies with the reguirements of
section 13(a) or 15(d) of the Securities Exchange Act of 1934; and

2. the information contained in this Form 10-K for the period ended July 31, 2006 fairly pres-
ents, in all material respects, the financial condition and results of operations of Thor
Industries, Inc.

Date: September 28, 2006

/S{ WALTER L. BENNETT

Walter L. Bennett

Chief Financial Officer

(principal financial and accounting officer)
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